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Progress in Japan 


In another move supporting Japan 
and paving the way for the full recovery 
of that industrious and _ productive 
nation, the U.S. Government, on May 
12, discontinued the scheme of Japanese 
War reparation payments and at the 
same time announced that Japanese 
production wil] no longer be subject to 
limitations of output. 


This historic step of the U.S. is bound 
to have far-reaching effects; econo- 
mically, Japan will retain the very 
great number of manufacturing plants 
which earlier were earmarked for 
eventua] dismantling and shipment to 
ex-enemy countries and she will now 
fully utilise these plants which pre- 
viously were either below capacity or 
not at all operated; furthermore, Japan 
will now be able to go full steam ahead 
with the production of commodities both 
for the satisfaction of the domestic 
market and for an improvement in the 
export position, there being no longer 
a ceiling on any industry producing, of 
course, goods for peaceful purposes. 


But transcending the economic sphere, 
the American announcement of May 
12, which was automatically imple- 
mented, is bound to have the deepest 
effects on American-Japanese relations. 
The statesmanship of General %’ac- 
Arthur will be fully appreciated by the 
coming generations, both in America 
and in the world at large. Only who 
helps himself is worthy of the help of 
others and Japan has amazed the world 
after 1945, no less than she did in the 
early years of her ascendancy as one 
of the major world powers in the begin- 
ning of this century, with her people’s 
vitalitv, intelligence, discipline and pro- 
ductivity. 

If for no other reason than to 
recognise and encourage the achieve- 
ment of the Japanese in the post-war 
world, a period of stress and trial of 
the people which few in our time would 
have met with so much courage, hum- 
ility and inner strength, the American 
action deserves fullest approval every- 
where. But the small minds and the 
selfish and weak who want to suppress 
the superior in a vain attempt at res- 
training the world from progressing, 
fearing competition and dreading the 
exercise of more and better efforts, 
these people thave found once again 
occasion’ to wail and protest. 


For all the blunders which American 
foreign policy in the Far East has 
committed in the post-war years, the 
positive action taken in Japan is the 
redeeming and all errors surpassing 
achievement. To gain the friendship of 
the Japanese and to co-operate with 
this virile and competent nation was 
MacArthur’s goal; it is becoming now 
more obvious that this great man has 
succeeded in his epochal quest. This 
is America’s victory in the Pacific. 


Rise in the Cost of Living 


Hongkong is experiencing a critical 
time at the moment: after the ilJ- 
advised gold ban by Hongkong Gov- 
ernment, caused by ‘the interference 
of the British Treasury and the Inter- 
national Monetary Fund, confidence 
in the stability of the local currency 
declined and slowly the value of the 
HK$, in terms of open market. US$ 
and other currencies, silver anc other 
valuable metals, a certain number of 
imported commodities and, most signi- 
ficantly, of foodstuffs, started to lose 
its previous purchasing power. The 
devaluation of the local dollar, tem- 
porary though it may be, is now a fact. 

Once the common people lose con- 
fidence in a currency they refuse to 
hold it and they discard it as a stan- 
dard for the valuation of commodities 
and_ services. The ill-advised gold 
ban came just at a time when the 
Chinese Communist 
their offensive and subjugated the 
motley soldiery of the Kuomintang; 
the bloodless occupation of Nanking 
heralded the collapse of the Kuomin- 
tang regime. Flight of capital from 
China increased day by day and all 
investments were seeking US$, silver, 
other valuable metals but no longer 
did “hot monev’” come to a short rest 
in Hongkong currency and securities. 

As prices on the open market rose 
for US$ and silver, and rises on ‘“an- 
other” market were even more drastic, 
increases in essential foodstuffs were 
stimulated. On the meat, poultry, fish 
and vegetable markets of Hongkong 
wrices have increased during the last 
3 weeks by about 30%; the most 
conspicuous increase was recorded in 
Chinese medicines which are one of 
the principal indicators in the native 
commodity markets—the rise having 
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been 100%. Demands. for higher 
salaries and wages must be anticipated 
under these circumstances. Since a 
few days almost all restaurants in 
town have advanced their prices 
and new price lists with higher quota- 
tions are being printed for a large 
number of commercial firms. 

When the shipments of American 
goods ordered during recent weeks 
will arrive here their prices will con- 
siderably exceed present prices as all 
purchases had to be made at the un- 
official exchange rate; not only 
American but all cargo from countries 
where imports had to be paid for in 
hard currencies will, upon arrival, cost 
much more than now. These inevitable 
increase may further stimulate price 
advances on the food markets. 

If conditicns in Kwangtung worsen, 
as they are bcund to until the time of 
the assumption of administration by 
the new Chinese Government, Hong- 
kong will be affected, particularly by 
the immigration of a large number of 
refugees with funds. Had Hongkong 
Government not undermined by an 
utterly unnecessary step the people’s 
confidence in the stability of the HK$, 
the influx of more or less wealthy 
Chinese should not have been looked 
forward to with concern as long as 
supplies, especially of essentials, were 
adequate But in the present frame 
ot mind all new arrivals state that 
holdings of HK$ are deemed risky and 
they have not to go far to prove, in 
facts and figures, how fast the depre- 
ciation of the local currency has pro- 
ceeded. 

What is the Goveynment now going 
to dc, with the advice and assistance 
of the British Treasury and the I.M.F.? 


“Shop Window of 
Democracy” 


The Under-Secretary of State for the 
Colonies, Mir. D. Rees Williams, stated 
on Apri] 26: “We intend to do our very 
utmost to maintain Hongkong as a 
peaceful haven of refuge and from op- 
pression; as a great centre of trade 
and as a cultural and educational 
beacon—in short as a clearing house ot 
commerce and shop window of demo- 
cacy to the Far East.” At present 
there are serious attempts made to 
effect constitutional changes in Hong- 
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kong. The system of government in 
Hongkong is today just as one hundred 
years ago one of benevolent autocracy, 
it is not “rule by the people” or 
democracy. |Ni time is to be lost to 
introduce a democratic constitution in 
Hongkong with as wide as possible an 
electorate of all Hongkong citizens, 
irrespective of race, religion and sex, 
and the abolition of the present form 
of Legislative Council which has to be 
altered into the fully and generally 
elected Legislature of Hongkong. 


Hongkong’s New Airfield 


The official announcement last week 
of Government's intention to build a 
uew airfield on the shores of Deep Bay 
to the west of Kowloon, will be wel- 
comed by all who believe, and they are 
many, that Hongkong is destined to be 
ene of the world’s great air centres if 
given the requisite facilities. The Coi- 
ony has an unrivalled position both by 
sea and by air. Situated off a great 
mainland with unlimited prospects of 
trade expansion. possessing the great 
5 advantage of a settled government with 
a policy of encouraging industrial de- 
velopment in the Colony itself. and 
having in addition safe storage facilities 
for times of emergency. such as the 
present, from which goods can be sent 
to China without delay as soon as the 
crisis is over,—it would be strange if 
Kongkong did not become the most im- 
portant centre of communications for 
the Far East within a measurable time 
of the opening of the new airfield. 


From its inception. the Far Eastern 
Economic Review has not tired of em- 
phasising the need for a new air site. 
Kai Tak is a good field, but unfor- 
tunately situated beneath high hills 
which create currents of air that make 
landings very difficult for pilots in any- 
thing like a high wind, and as Hong- 
kong like other seaports in the Far East 
is subject to winds of considerable 
velocity, especially when the typhoon 
season is here, pilots should not have to 
bear the additional responsibility of 
bringing aircraft in under conditions 
that are far from ideal, indeed that in 
certain conditions might be called dan- 
gerous. It stands to the credit of all 
concerned that up to now there has 
not been an accident involving loss of 
life to civilian passengers on Kai Tak 
itself, although unfortunately this can- 
not be said of the approaches to the 
airport where within the past year two 
fatal accidents have occurred. In this 
respect also the new site should be an 
improvement, as the approach would 
not be so dangerous in foggy weather. 


The new airfield, with the anticipated 
lessening of danger as well as with the 
increased facilities it will offer, must 
when in full working order consider- 
ably lighten the burden of responsibil- 
ity now resting upon the shoulders of 
Mr. A. J. R. Moss, the director of the 
department of civil aviation, to whose 
energy and skill the outstanding suc- 
cess of Kai Tak has been due and who 
has been mainly instrumental in pro- 
moting the new scheme. 
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Planes of any size will be able to 
land at Deep Bay. This is an essential 
point, as Kai Tak has been hampered 
inits development through the fact that 
only planes of limited capacity could 
land there. There has been a real fear 
that the increasing size of modern air- 
craft for freight and passenger traffic 
would impel airline companies to by- 
pass Hongkong on account of its limita- 
tions, and once new routes have been 
worked out it is difficult to return to 
the old. 

It is estimated that it will take about 
two years to construct the new airfield. 
About four million cubic yards of 
granite will have to be dynamited, 
which will be used for reclamation of 
the western shore of Deeo Bay. the 
road between Deev Bay and Kowloon 
will have to be straightened in some 
places to accommodate the increasing 
traffic, or, as has been suggested, a light 
railway will be constructed for the use 
of passengers. These and many other 
problems will have to be handled he- 
fore the site is ready for use, apart 
from the rehabilitation of about 1.000 
people who will have to be displaced 
to make room for the airfield. A com- 
piete survey of the ground will not be 
made until these villagers have had the 
scheme explained to them and know 
what provision will be made in regard 
to new villages in which to live. 

The fact that the British Govern- 
ment has given authority for an im- 
portant scheme such as this to be put 
in hand at a_ time like the present, 
shows very definitely, if further proof 
were needed, that long-term improve- 
ments are in order for Hongkong as a 
component part of the British Common- 
wealth, and should serve to reassure 
such people as have felt anxiety in re- 
gard to the future of the Colony. The 
airminded public. and they form a 
large part of the community, will await 
with interest further details as to the 
extent of the airport, the first estimates 
of the cost of the scheme. and how 
many years it will take te complete the 
work. 


Discussions about Hongkong 


Much uninformed and otherwise 
not well intentioned publicity 
about Honekong’s future and its 
relations with China has recently 
pcured forth from British and 
American newspevers and periodi- 
cals, the presumption usually be- 
ing that Hongkong was exposed to 
a threat from the “hinese Com- 
munists who were denicted by a 
large number of writers in pub- 
lications abroad as anything be- 
tween a “peril and a menace” to a 
“wicked crawling thing”. While 
senile senators in the U.S. have 
blared into the ears of the Ameri- 
can voublic their “warnings” about 
the “peril”, the more belligerent 
type of businessman - politician 
haransues the U.S. Administration 
to interfere in China with a 
military force and to prop up, 
even at this late hour and before 
the final demise of the Kuomin- 
tang, every provincial warlord who 
offers himself as a pillar for 


private enterprise. The British 
public has also been under the 
barrage of surveys and predictions 
made by Far Eastern “experts” 
ard commentators with two weeks’ 
snooping about in this part of the 
world to their credit. Noble Lords 
and common MPs have joined in 
the riot of reporting, warning and 
alarming. A few days ago an 
absurd proposal was ventilated in 
London which was calculated +0 
do harm to the relations between 
Britain and China, viz. the retro- 
cession of Hongkong to China in 
return for the acquisition of 
Formosa by Britain. This pro- 
posal has caused much anger here 
with the type of Far Eastern 
“experts” which these days prattle 
publicly about Sino-British and 
Hongkong-Chinese _ relations. A 
local British business man, in the 
following article, discusses this 
proposal which he wishes to be 
forgotten.—Ed. 


& * = = 


There has been a suggestion in the 
home papers that this Colony should 
be “swapped for the island of 
Formosa”. This suggestion has been 
put forward in all seriousness, so 
perhaps it would be of some assistance 
to one’s ideas on the subject to view 
the general trading position of the 
Colony for the first three months of 
1949. Before one considers the sub- 
ject further, it must be appreciated 
that to a large extent the business and 
trade passing through the entrepot of 
Hongkong is greatly affected by 
rumours of security and _ insecurity, 
and statements of policy of the U.K. 
Government greatly affect the con- 
fidence cf business interests. Never- 
theless, the trade returns for the first 
three months are far from insignificant 
despite the chaotic conditions which 
have prevailed in China Proper. To 
take the average figures for the first 
three months of 1949, it is found that 
of these figures the total value of 
visible imports is £11.3 million and 
the exports are slightly over £10 
million per month. As far as the 
British Commonwealth is concerned, 
her share of this amount has been 25% 
of Hengkong’s imports and appro- 
ximately 27% of Hongkong’s exports 
and although this Colony is only a 
small part of the British Empire, it 
does make a very useful contribution 
to its prosperity. 

But to have achieved this position 
of prosperity and trade, there has been 
much capital and labour expended in 
the years gone by. One has only to 
take a trip round the island’s roads by 
car to see the vast amount of capital 
and labcur which have been invested 
in the Colony. The roads themselves 
are some of the best in the Far Eezst 
and despite the incursions made by 
the Japanese occupation, are still in 
fairly good condition and being re- 
habilitated very quickly. Hongkong 
has dockyards capable of taking large 
ships for repairs and has built ships of 
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‘6,000 tons. The amount of money in- 
vested in real estate by private firms 


is very large indeed and of course 
there are a considerable number of 
factories functioning in the Colony, 


Since the chaos and insecurity has in- 
creased in Shanghai much capital has 
flowed into Hongkong, and although 
quite a proportion of this is idle in 
the form of goid, foreign currencies or 
deposit accounts in the banks, con- 
siderable amounts have been usefully 
invested in the establishing of ‘actories 
in the Colony. Some of these factories 
have involved the investment of 
millions of dollars each and_ should 
prove a very useful addition to the 
economy of the Colony. But as far 
as both the Chinese and European 
companies are concerned, what is of 
prime importance at the present time 
‘due to the rapidly changing conditions 
in China is confidence, that is, con- 
fidence in the future of Hongkong as 
an island of economic stability and 
security. To the Chinese who have 
been living under the cloak of in- 
security for so many years this is of 
very great importance. There ig 
among many that feeling of apprehen- 
sion caused by these years of insecurity 
and if confidence is imbued by the 
statements of policy followed by firm 
actions of the U.K. Government, the 
general effect on the trade and pros- 
perity of the Colony may be very 
beneficial. 

As far as the island of Formosa is 
concerned, it was greatly developed 
under the Japanese prior to the war 
‘but of course, since its return to the 
Nationalists, it has been cursed by an 
inflated currency which has success- 
fully reduced the condition of the in- 
‘habitants to a very sorry state. Politics 
enter into the economy of the country 


to a great extent and while one 
minute reports are issued that the 
inhabitants cannot possibly survive 


except as part of the Chinese Republic, 
the next minute the Formosans ada- 
vocate independence and _= secession 
from China. Formosa has a large 
potential of sugar, camphor, fertilizers 
and other raw materials but what is 
needed urgently to exploit these re- 
sources is outside capital. This pro- 
blem in turn is bound up with politics, 
and while Formosa is occupied by the 
Nationalists, no foreign firms or Gov- 
ernments will be inclined to invest 
capital there, 

Thus one has Hongkong with its 
vast amount of British and foreign 
capital invested in the development of 
the Colony, being proposed as a barter 
exchange for Formosa’ which is in 
dire need of foreign capital for invest- 
ment. Apart from the chaos which 
would result and the fact that 15 would 
be politically impossible, the idea is 
one which does not bear consideration 
from the economic point of view of the 
Colony. The argument is put forward 
that Formosa is much more _ tenable 
from a military point of view, but this 
indeed is not necessarily so unless 
‘there should be a world war. On the 
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Consolidation of the Sterling Area 


BRITAIN’S PROGRESS IN 1949—BALANCING OF OVERSEA PAYMENTS— 
REDUCTION OF THE DOLLAR DEFICIT 


1948 in Retrospect 

The Economic Survey for 1949 said 
that through generous and timely assis- 
tance from the United States under the 
European Recove:y Programme essential 
imports from dollar sources were 
assured, and we escaped the grave 
crisis which threatened ourselves and 
other countries of Western Europe. With 
this help and through the completion 
of the post-war reconversion of industry 
and steady national effort, industrial 
production rose by 12 per cent. above 
the 1947 level, though the labour force 
grew by only 2 per cent, Gains in 
productivity followed the building up 
of working stocks and the use of new 
equipment and techniques, The harm 
done by the 1947 fuel crisis was re- 
paired. The general improvement in 
output was the basic factor ‘in all the 
progress made during 1948. 

Substantial rises of output in coal 
and textiles fell short of the target. 
The rise in coal output allowed a re- 
sumption of coal exports on a significant 
scale. Agricultural output was higher 
in every branch. The great increase in 
steel output, which exceeded the raised 


target, enabled production to expand 
in many investment and export indus- 
tries. 


Receipt of E.R.P. aid and increased 
steel output allowed less restriction of 
investment and investment in 1948 was 
substantially greater than in 1947. A 
proper balance in all kinds of building 
work, together with an easement in the 
supply of building materials, shortened 
the period of construction and raised 
productivity in building generally. The 
number of houses under construction 
was reduced while the number com- 
pleted rose. 


other hand, as the U.K. Government 
has made it quite clear that Hongkong 
will not be given up and will be de- 
fended by force of arms, then Hong- 
kong is as tenable as Formosa. To 
assume that the Communists would 
risk a world war to take the Colony 
by force of arms is a very big as- 
sumption, and if they would not do 
that, then a firm policy of adminis- 
tration should be pursued. A good 
start has been made by the recent 
announcements of the increased rein- 
forcements for the Colony and _ the 
powers that be in the U.K. can rest 
assured that this step has done more 
for the commercial interests of Hong- 
kong than a hundred _ statements by 
various Ministers. The Chinese com- 
mercial interests especially are affected 
by such moves and when they have 


eonfidence in the security and future 
of the Colony, the wheels of trade 
move much more freely, so such 


haphazard schemes as this one men- 
tioned previously would be _ better 
forgotten. 


The volume of imports rose by about 
4 per cent. above 1947 to more than 
four-fifths of the level before the war. 
The proportion of these imports coming 
from the Western hemisphere, which 
was nearly a half in 1947 was only a 
third in 1948, ‘and our exceptional 
dependence on imports from this 
source due to the effects of the war 
was thus diminished. The volume of 
exports was 25 per cent, above 1947, 
and the largest since 1929. There were 
increases in every class of export to 
every type of market, and in contrast 
with imports there was little change 
in the proportions of exports going to 
different areas. The terms of trade, 
however, continued to deteriorate. 
Nevertheless, in the latter half of the 
vear exports and re-exports were suf- 
ficient to pay for over 90 per cent. of 
imports compared with about 70 per 
cent. in 1947 and a little less in 1938. 

When account is taken of an immense 
improvement in the balance of invisible 
payments, the overseas deficit in 1948 
is provisionally estimated at only £120 
million—an improvement of over £500 
miilion in the course of a single year. 
The preliminary figures for the last 
six months show a probable small sur- 
plus on current account. But overall 
figures conceal the gravity of the 
Western hemisphere deficit, which was 
halved in 1948 but still nearly £350 
million. This deficit was met in the 
first six months largely by drawings 
on the United States and Canadian 
credits, and later by receipts of £170 
million under E.R.P, There was only 
a smal] fall in our gold and dollar 
holdings. 

In spite of the success of the export 
drive, total rea] resources available for 
use at home were more in 1948 than 
1947. Expansion in total] output, com- 
bined with measures taken in concert 
by Government and people to make 
the best use of these resources, did 
much to restore our balance of payments 
and to improve our capital equipment 
without sacrifice to the standard of 
living. T’his was achieved without 
aggravating the inflationary pressure. 
Wage rates continued to rise, but greater 
understanding of the need for stability 
moderated the increase, Retail and 
wholesale prices have remained appro- 
ximately stable since the spring of 
1948. To this stability co-operation of 
labour and industry made a great 
contribution. The Government’s de- 
liberate volievw of disinflation restrained 
-onsumption for the sake of reconstruc- 
tion and selvenev. and enabled the 
nation to take a very large step towards 
the goal of economic independence, But 
this economic advance pointed to no 
early and complete solution of the 
country’s problems. The position is still 
dangerous in a number of critical 
sectors; above all, we were still at the 
end of the year far from paying for 
all our dollar imports from our current 
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dollar earnings. In terms of dollars we 
are still not paying our way. 


Programme for 1949 

It is impossible to expect that 1949 
will improve on 1948 as markedly as 
did 1948 on 1947. Output during 1947 
was disorganised and delayed by the 
fuel crisis. Last year was the first post- 
war year in which, after reconversion 
from war had been completed, physical 
output began to match the productive 
capacity of the country. The rate of 
increase of industrial production tended 
to lessen after the autumn of 1947. 
Future progress will result from 
technical progress, new capita] equip- 
ment, improved organisation, steadier 
and more preductive work, and not 
from an increased labour force and the 
gathering of the fruits cf reconversion 
in earlier years. It is not yet possible 
to state al] programmes with precision. 
Decisions about assistance under the 
European Recovery Programme for the 
year 1949-50 have not yet been made. 
The United Kingdom programme for 
this year based on a provisional as- 
sumption of assistance of $940 million, 
has been submitted to the O.E.E.C. 
and to E.C.A., and figures from this 
programme are used where necessary In 
the survey. But the aid which wil] be. 
received is still unknown, and many 
plans may need to be revised. The survey 
assumes the continuance of present 
defence policies. 

The need for a further increase in 
coal output in 1949 is urgent, for in- 
creased home consumption and increas- 
ed exports as part of the programme 
submitted to O.E.E.C. It is estimated 
that total output for 1949 should be 
between 215 and 220 million tons, of 
which about 13 million tons will be 
open-cast coal. This represents an in- 
erease of from 7 to 12 million tons 
above the 1948 output. The higher figure 
represent a greater improvement from 
one year to the next than hag yet been 


made, : 

In spite of remarkable progress in 
increasing steel supplies, continued 
expansion of output during the next 


three or four years is essential to the 
success of our economic and industrial 
policy. Long-term plans aim at an out- 
put of 17,500,000 tons in 1953-54, with 
which imports is hoped to yield a totai 
supply of at least 18 million ingot tons. 
Further progress towards this is ex- 
pected in 1949 when it is the Govern- 
ment’s intention, while maintaining in- 
vestmient in the socia] services at the 
1948 level, to increase to the maximum 
in those industries and basic services 
where increased output will directly or 
indirectly assist the balance of pay- 
ments, and, more particularly, increase 
dollar earnings or reduce dollar ex- 
penditure, At the same time, the Gov- 
ernment will continue to steer, where 
possible, new industria] expansions to 
areas of unemployment rather than to 
areas where congestion of indvstry and 
public services causes economic waste 
and labour shortage. Gross fixed invest- 
ment in the United Kingdom in 1949 is 
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estimated at £1,755 million, an increase 
of £120 million compared with 1938. 

For the second half of 1948 the United 
Kingdom’s oversea account showed a 
small surplus of total receipts over 
total payments. It was provisionally 
estimated that there was a surplus of 
£30 million in the last six months ot 
the year, by comparison with the re- 
vised estimate of a deficit of £15v 
million in the first half-year. This was 
contrary to expectations, and it is 
too early to be certain that it has come 
to stay. In this particular period there 
were certain special factors, such as 
non-recurring receipts under various 
Governmenta] settlements, particularly 
that with India. In addition, expenditure 
on imports was less than in the first 
half of the year, while receipts from 
exports rose by £90 million. The balance 
in the first half of 1949 is forecast as 
a deficit of £15 million. In spite of 
the assumption of a considerable in- 
crease in imports, the United Kingdom’s 
payments are expected te remain ap- 
proximately in balance. The survey 
states that it is not yet possible to 
establish firmly how far this tendency 
towards general balance will persist 
after the middle of the year. The 
actual development will depend largely 
upon the availability of essential supplies 
from non-dollar sources, and upon the 
continued success of the export drive. 
Tio reach and maintain a general balance 
in the country’s oversea payments is 
one of the major long-term objectives of 
Government policy. The approximate 
balance now forecast for 1948-49 is 
partly the result of exceptional circum- 
stances, though it represents in itself 
a very considerable achievement. It 
shows that the United Kingdom is 
sending out of the country as much in 
goods and services as is being brought 
in; but it does not in present circum- 
stances represent a financia] equilibrium, 
since it conceals a large and continuing 
dollar deficit. The progress made 
towards a solution of the critica] parts 
of the balance of payments problem, 
in particular the dollar deficit, is, 
therefore, more significant than the 
course of the total balance. For pur- 
poses of the national income calcula- 
tions in the survey it is assumed that 
in 1949 as a whole the state of general 
balance continues, but this, it is em- 
phasized, carries no implication about 
the course of the dollar deficit. 

The present general balance conceals 
a complex pattern of financial relation- 
ships. With some countries, particularly 
in the Western hemisphere, but also in 
the Middle East, the United Kingdom 
continues to be heavily in deficit. With 
others, including some of those pari- 
icipating in the Organisation for Euro- 
pean Economic Co-operation and some 
members of the sterling area, there 
continues to be a large surplus in favour 
of the United Kingdom. But as long 
as there is a critical shortage of dollars 
outside the dollar countries the United 
Kingdom cannot earn the dollars needed 
to finance its deficit from the countries 
with which it has surpluses. These 
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surpluses, says the survey, are inevit- 
able at present. They result partly from 


the sterling aid granted to other 
O.E.E.C. covntries under the Intra- 
European Payments Agreement and 


partly from the investment which the 


United Kingdom is making in the 
colonies and other parts of the Com- 
monwealth. Part of them helps to 


strengthen the United Kingdcm’s finan- 
cial position with countries holding 
sterling balances; and the increased 
strength shown by sterling in the 
world’s financia] centres is described 
as one of the most striking developments 


of the last year, 


The deficit with the Western hemis- 
phere was reduced from £200 million 
in the first half of 1948 to £140 million 
in the second half of the year, and a 
deficit of £115 million is forecast for 
the first six months of 1949. The sur- 
plus with the sterling area was £65 
million in the first half of 1948 and 
rose to £160 million in the second half 
of the year, though it is emphasized 
that the latter figure included an ex- 
ceptional receipt of £45 million under 
the terms of the Indian settlement. <A 
surplus of £130 million is foreast for 
the first half of 1949. The United 
Kingdom had a surplus of £80 million 
in 1948 with the other countries pan- 
icipating in the European Recovery 
Programme, and one of £35 million 
is forecast for the first hal¢ of 1949. 
The deficit with the rest of the world 
not included in the three previous 
categories was £85 million in 1948 and 
a deficit of £65 million is forecast for 
the six months of 1949. The survey 
says that this deficit raises a difficult 
problem of payments, but it is expected! 
that it will be solved through multila- 
teral payments with the sterling area 
and other countries. 

The survey forecasts that the volume 
of British exports during the first half 
of 1949 will be approximately 150 per 
cent. of the 1938 volume. The com- 
parable percentages for the first and 
second halves of 1948 were 130 and 143. 
An increased volume of exports is 
forecast for all the main groups of 
commodities with one exception—metal 
goods other than machinery, vehicles, 
and electrical apparatus. The limita- 
tions on exports in 1949, the survey 
states, are of three main kinds. There 
are the difficulties of increasing the 
volume of production in certain indus- 
tries, the restrictions placed on im- 
ports by certain countries which are 
undergoing difficulties with their bal- 
ances of payments, and finally the diffi- 
culty of finding buyers at present Bri- 
tish selling prices. No great change is 
expected in the proportions of British 
exports going to different areas of the 
world. The volume of imports in the 
first half of 1949 is expected to be 
about 83 per cent. of the 1938 volume, 
against 81, per cent, throughout 1948. 

During the first half of 1948, the 
terms of trade continued to move 
against the United Kingdom, ana. 
though in the second half they were 
approximately stable, the position at 
the end of the year was distinctly worse 
than at the beginning. The worsening 
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may be reckoned at about 5 per cent. 
In estimating the balance of payments 
for the first half of 1949 import and 
export prices have been assumed to be 
unchanged. The survey admits that 
these price assumptions bring a con- 
siderable uncertainty into forecasts of 
the balance of payments and, as an ex- 
ample, quotes an estimate that a move 
ment of only 5 per cent. in the terms 
of trade would change the balance on 
current account by some £100 million 
a year. 

The net gold and dollar deficit is the 
sum of the United Kingdom’s own de- 
ficit with the dollar countries, the cor- 
responding deficit of the rest of the 
sterling area, and the net gold and 
dollar payments made by the whole 
sterling area to non-dollar countries. 
In the second half of 1948 this deficit, 
which falls as a charge on the central 
reserves, was reduced to £169 million 
from a figure of £254 million in the 
first half-year. In the same period the 
United Kingdom’s own deficit with the 
‘dollar area fell from £186 million to 
£125 million. The net deficit forecast 
for the first six months of 1949 is £195 
million. Because of uncertainty about 
the rate at which the Economic Co- 
operation Administration of the United 
‘States can be expected to reimburse 
expanditure already incurred, it is im- 
possible to forecast exactly how the de- 
ficit will be met in the first half of 
1949, or the precise change that will 
take place in the level of the United 
Kingdom’s gold and dollar holdings. At 
the end of 1948 these stood at £457 
million. 

The programme for the year ending 
June 30, 1950, which the United King- 
dom submitted to O.E.E.C., envisaged 
E.R.P. aid of $940 million compared 
with $1,263 million in 1948-49. The ap- 
propriation to the O.E.E.C. countries 
as a whole for 1949-50 is now being 
considered by the United States Con- 
gress, and the survey emphasizes that 
until a decision has been reached the 
United Kingdom cannot be certain of 
its ability to implement the buying 
policies now being framed for 1949-50. 
Another important factor is the extent 
to which O.E.E.C. countries will draw 
on the sterling grants made available to 
them under the intra-European pay- 
ments agreement. Up to June 30th, 
1949, the United Kingdom has agreed 
to make grants to a total of £72 mil- 
lion, while certain countries will be 
able to draw on their balances to the 
extent of £52 million. If the United 
Kingdom’s balance of payment on cur- 
rent account turns out in accordance 
with the forecast, net capital invest- 
ment overseas may be of the order of 
£180 million during the first half of 
1949. 


On the assumption that in the short 
run the United Kingdom’s essential dol- 
lar expenditure can be financed with 
United States and Canadian help, the 
British Government can now devote 
their main efforts to the solution 
of the long-term dollar problem. 
Five types of specific policy are 
involved: home _ production of ap- 
propriate commodities must be expand- 
‘ed to save imports from hard currency 
areas where gold or dollars can be 
‘earned,’ and in particular to North Am- 


erica, must be increased; imports must 
be further diverted from hard currency 
areas; colonial development must be 
ccntinued in order to maintain and, if 
possible, increase the substarial dollar 
surplus now earned by the colonies; 
and, finally the countries of the sterling 
area must be helped to continue econo- 
mizing in doilar imports and expanding 
dollar exports. 

The proportion of total United King- 
dom exports at present going to North 
America is still smaller than before the 
war. Exports to Canada and the Unit- 
ed States must be greatly increased in 
the next two or three years if the 
United Kingdom is to become indepen- 
dent of E.R.P. aid without a reduction 
in the standard of living. The time 
has now arrived when the British at- 
tack on the North American market 
can and must be intensified. 


Problems of the Government 


In his Budget speech on Aopril 6th, 
Sir Stafford Cripps, Chancellor of the 
Exchequer, claimed that excellent use 
had been made of the opportunity 
afforded by the European Recovery 
Programme; 1948 had been a year of 
great achievement for the British peo- 
ple. But there remained the serious 
and baffling problem; of our dollar bal- 
ances, for which we must try to find a 
solution, in common with other partici- 
pants in O.E.E.C., at the latest by 1952, 
when E.R.P. would have ended. 


The most notable features of the year 
were the rapid increase in our produc- 
tion and the arrest of the inflationary 
tendency in our economy. On our over- 
seas account we reduced the adverse 
balance of payments of £630 million in 
1947 to about £120 million, and in the 
latter half of the year achieved an over- 
al! balance in our oversea payments. 
But there remained, a formidable de- 
ficit on dollar account of no less than 
£423 million for the sterling area, 
which could only be carried with the 
help of the exceptional assistance we 
had received from the United States 
and Canada. 

One of the factors that increased our 
difficulties, especially during the first 
half of the year, was a continuing de- 
terioration in the terms of trade. In 
spite of this drawback we were able to 
realize without further inflation a small 
improvement in the supplies of con- 
sumption goods, and an increase in in- 
vestment in nearly every field of pro- 
ductive activity—the basic services, 
agriculture, and the manufacturing in- 
dustries. 


The expansion in exports was most 
encouraging, exceeding the targets that 
had been set, even though many people 
had proclaimed them as far too op- 
timistic. The total volume of exports 
for the year was 135 ver cent. of the 
1938 figure, an increase of some 25 per 
cent. over 1947. This increase was 
general over practically the whole field 
of exports, and to almost all destina- 
tions. The whole of British industry 
was therefore entitled to share their 
congratulations on this result. They 
were particularly glad to see coal fea- 
turing once more as a direct export in 
considerable volume. 
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The target for the end of 1949 had 
been set at 155 per cent. of 1938. The 
January volume was 162 per cent., and 
the short month of February 143 per 
cent. We had to try to maintain some- 
thing between those two to reach an 
average of a little more than 150 per 
cent. for the year. That would not be 
an easy task.. In many countries the 
end of the sellers’ market had been or 
was being reached; in addition, there 
were many restrictions against the im- 
portation of what were considered by 
the importing countries as less essential 
goods. It would be only by paying the 
closest attention to quality and price 
of our exports that we should be able 
to maintain the necessary volume. 

Another marked improvement in 1948 
was our net invisible income, provision- 
ally estimated as a surplus of £100 
million, against a deficit in 1947 of £190 
million. Some decrease in Government 
oversea expenditure was hoped for, but 
in the existing international situation 
this must remain a heavy and substan- 
tial item. They hoved for a gradual 
increase in net receipts from shipping 
and in tne earnings of oil companies. 
On the whole they estimated a surplus 
of about £35 million for the first half 
of 1949. 

Unless there was a fall in the prices 
of our exports they expected a substan- 
tially larger oversea income this year 
than last year. There were some signs 
that the Jong period of progressive in- 
crease in the world prices of primary 
products was coming to an end. 

The forecast for the first half of 1949 
showed a marked increase in imports 
of raw materials, a large part of which 
was to make up for a short fall in im- 
ports in the last half of 1948, and there 
was a more modest increase in food 
and feeding-stufis. They honed at least 
to be able to maintain the existing 
ration scales of animal feeding-stuffs. 
There should be a small improvement 
in the supply of foodstuffs generally, 
with the exception of meat, 

The Government hoped to maintain 
the approximate overall balance of 
payments we had now achieved. Thus 
for the first time for very many years 
the value of the goods and services we 
received from the rest of the worlé 
was being matched by the total of the 
goods and services which we exported 
or performed for the rest of the world. 
The have reached that state of affairs 
should give us horiest satisfaction and 
snould make us determined not to go 
back from a position which we had 
won with such great and _ sustained 
eiforts. But we must not allow it to 
conceal the size and gravity of our 
dollar deficit that remained. Even to 
maintain our overall balance required a 
continual and continuing effort. 


Among the many factors that were 
against us was the difficulty that we 
must expect from increased competi- 
tion. Our export drive owed part of 
its suecess to our quick start after the 
war, but for this very reason we should 
find it increasingly difficult to maintain 
our high volume of exports as. the 
growing efforts of other countries 
brought sharper competition. 

We had certainly improved our gold 
and dollar position greatly since 1947. 
Then we had a deficit of £1,024 million. 
In the first year’s operations under 
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Economic Conditions in the United States 
By E. Kann (Los Angeles) 


(Special to the Far Eastern Economic Review) 


The China War. 


War news from China have long 
ceased to make front-page headings in 
America. When the Communist armies 
crossed the Yangtse, seemingly without 
obstacles, the progress of the civil war 
in China had a host of ardent readers. 
But after a week of active wariare 
had elapsed, one had to look for China 
news reports in the back pages of the 
daily press. Whether this apparent 
indifference is to be ascribed to the 
undue prolongation of the civil strife, 
extending well over three years, or 
whether it came as a foregone con- 
clusion that the Nationalist armies 
were unable to offer organised op- 
position, is not easy to determine. 
Probably the seeming indifference 


emanates as combination of both these 
factors. 
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E.R.P. our gold and dollar deficit had 
been £358 million. At the end of last 
month our reserves stood at £471 mil- 
lion, as compared with £552 million, at 
the beginning of the E.R.P. In very 
broad terms, therefore, the Govern- 
ment had succeeded in carrying out the 
policy of restricting our dollar expen- 
diture to what could be covered by our 
dollar earnings, together with the aid 
at our disposal. They intended to con- 
tinue upon that pelicy for the rest of 
the E.R.P. period. 


_In the next three years we must get 
rid of the huge remaining dollar deficit 
of £360 million a year. We were still 
faced by a tremendous task. For the 
first full fiscal year of Marshall aid the 
O.E.E.C. recommended that we should 
be allocated $1,263 million. For the 
second year—June, 1949, to June, 1950 
--the Government had asked for $940 
million. That indicated a reduction by 
25 per cent. of oux dependency upon 
aid—but it still left a very large figure 
which was, however, the least amount 
the Government considered necessary. 
There was no doubt whatever as to the 
need for continuing aid. 


The eventual solution of our dollar 
problem could be founded only upon 
firm and resolute action on our part, 
associated with an enlightened policy 
of importation into the countries of the 
western hemisphere. We had succeed- 
ed in bringing down our imports from 
the western hemisphere from 46 per 
cent, of the total in 1917 to about the 
pre-war figure of 32 per cent. in 1948. 
That was due tu the gradual restoration 
of production or in some cases its in- 
crease in the rest of the world. But ‘we 
must not look upon that problem as 
one primarily of reducing imports. Our 
aim was to balance our trade with the 
western hemisphere at the highest pos- 
sible level of imports and exports and 
not, at the lowest. 

—Samuel Mortagu d: Co. 


Inventive America. 


One of the great assets of this coun- 
try is its imgeniousness, especially in 
the field of mechanics. The number of 
inventions brought out in the United 
States is legion. True, not all are 
epochal, but by far the majority are 
making living conditions easier and 
safer and more pleasant. 


Without searching for relevant 
examples, one can judge from news 
of one short day, which brought the 
following innovations: 

A new photographic camera, which 
enables the operator to obtain within 
one minute a perfect picture (black 
and white), already developed and 
printed, of a uniform size of about 34% 
by 2% inches. No chemicals are need- 
ed to be carried or applied. The name 
of the new apparatus is Polaroid Land 
Camera; it retails for US$ 90. To all 
appearances ithe initial supplies which 
photo shops obtained, were almest 
immediately sold out. 


Another contrivance of importance 
is a machine to detect hidden diabetes 
by automatic blood tests. Such a 
machine is able to serve 500 people a 
day. All that is needed is two at- 
tending laboratory workers, who 
abstract one drop of blood from the 
person; the rest is done by the machine. 
One survey indicates that about 
2,006,000 people in the United States 
have diabetes, but approximately only 
one-half are aware of their affliction. 
The tests were developed by Drs. Hugh 
L. C. Wilkerson and Eric Heftmann of 
the US. Public Health Service in 
Boston. The machine is now being 
exhibited at the New York State 
Medical Society’s annual meeting. 


U.P. cabled news from Washington 
state that the Navy’s new experimental 
rocket, a 45-foot long Viking, reached 
a speed of 2,250 miles an hour and 
an altitude of 511% miles on its first 
launching. The Viking was developed 
by the Navy to carry scientific in- 
struments beyond the earth's atmos- 
phere for research in cosmic rays, 
atmospheric composition, radio pro- 
pagation and photography. A _ spokes- 
man said that the Viking, in future 
launchings, is expected to carry larger 
quantities cf research equipment more 
than 200 miles up. 


An experiment of probably lesser 
importance, but nevertheless of consi- 
derable scientific interest, is reported 
from Rochester, N. Y. Coconut milk, 
ted to little slices of living carrot root, 
makes these grow to 890 times their 
original volume in the course of three 
weeks, The small pieces of carrot 
were not kept in earth, but in glass 
tubes. So far it was not identified 
what ingredients of the milk are caus- 
ing the rapid growth of plant matter. 


The New Labor Bill. 

The three principal factors respon-- 
sible for the uncertainty, and even 
deterioration, of the entire American 
economic structure are: Peace or war; 
taxation; labor laws. 

The easing of the Berlin deadlock 
is likely to, at least temporarily, patch. 
up the unhealthy political situation in 
Central Europe. The incisive changes 
in taxation, as proposed by President 
Truman, are not to be realized for the 
time being. While the scheme is by 
no means dead as yet, it had to be 
shelved until further consideration. 

Recent congressional debates  re- 
garding the abolition of the provisions 
of the Taft-Hartley Labor Bill, one 
of the principal planks found in the 
President’s campaign speeches, go to 
show that the said Act has been defeat- 
ed on May 4. Truman’s partisans suc- 
ceeded in staving off passage of the 
Wood labor relations act, by referring 
it back to committee, but they never- 
theless suffered serious defeat This 
action implies that now there is no 
labor relations bill before the House, 
so that the Taft-Hartley Law is still 
in full effect. 

The Wood Bill would repeal the 
Taft-Hartley Law in name, but retain 
most of its features. Therefore it is 
considered by many labor politicians 
“worse than the Taft-Hartley Billi.” 

The congressional Labor Committee, 
whose chairman is Representative 
Lezinski, is thoroughly favoring the 
Unions. Lezinski prefers to wait till 
the Senate acts. But it is by no 
means certain that the Senate will act 
at all. In this case the Taft-Hartley 
law would remain in force. 

From this very brief outline of the 
political situation it will be compre- 
hended that hesitancy in the financial 
domain of the country is justified. 
Steel. 

While some of America’s industries 
are lagging behind, as far as output or 
profits are concerned, when compared 
with 1948, this view should not be 
generalized. The large steel concerns 
still can boast of almost unbroken 
activity and more than fair prospects. 

During the first quarter of 1949 
Bethlehem Steel Corporation produced 
a record 3,705,000 tons of steel and 
expects to continue working at _ full 
capacity at least until end of June. 
On this record output, combined with 
its shipbuilding business, Bethlehem 
had a first quarter net income of 
$33,130,000, which is more than double 
that of the similar 1948 period. Presi- 
dent Grace said that this quarter’s 
profit represented 9.1% on sales, com- 
pared with 5.2% in the first quarter 
1948. 

This result was equal to $3.29 a 
share, with 9,582,842 common shares 
cutstanding, compared with $15,499.- 
000, or $1.55 a share, a year ago. The 
chairman of the nation’s second larg- 
est steel producer asserted that busi- 
ness was holding up very well, though 
supply had reached a point where it 
is meeting demand. Production dur- 
ing the first quarter of 1949 was 
placed at 105.2% of capacity, compared 
with 106.6 in the preceding quarters, 
and 95.2% a year ago. 
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At about the same time United 
States Steel Corporation reported its 
earnings for the first quarter of 1949. 
These were the highest in 20 years, 
and output was the largest in the 
company’s history. Chairman Irving 
S. Olds stated that, in the absence of 
labor difficulties, the company expect- 
ed high-level operations to continue 
into the third quarter of the year. 
An increased quarterly dividend of 
$1.50 was declared, compared with 
$1.25 paid since December, 1947. 

Net income of the United States 
Steel Co. for the first quarter of 1949 
was $49,929,000, equal to $5.01 per 
share. A year ago the net figures 
were $27,857,000, or $2.48 per share. 
During the first three months of the 
current quarter shipments of steel 
products reached a new high of 
5,941,000 net tons. It was planned tc 
split shares at the ratio of three to one. 
Toward the end of April the Company’s 
plant was operating at 101.1% of 
capacity. 

Considering the American steel in- 
dustry in general, it is on record that 
output of ingots and castings during 
the first quarter of 1949 aggregated 
24,000,000 tons, the largest production 
so far. 

A compilation of steel earnings 
divulges that the net income of the 
ten largest producers in the first three 
months of the current year were about 


75% higher than their net for the 
like 1948 period. 
Oil 

The two industrial giants in this 


country are steel and oil. The ex- 
cellent results achieved by the steel 
industry found their counterpart in the 
earnings of most of the American oil 
producers. 

The Standard Oil Co. of California 
estimates its net income for the first 
quarter of 1949 at $37,390,000, com- 
pared with a slightly lower total in 
last year’s first quarter. This is equi- 
valent to $2.74 a share, compared 
with $2.85 for the first three months, 
1948. <A quarterly dividend of $1 was 
declared. 

The Standard Oil Co. of New Jersey 
had its largest total income during the 
year 1948. This was due to greater 
sales and higher prices. Total income 
amounted to the huge sum of $3.332,- 
187,000, which exceeds the 1947 in- 
come bv 40%. Consolidated net 
earnings for the year were $365,605,- 
000, equal to $12.44 a common share, 
against $268,627,000, or $9.83 in 1947. 
However, general expenses also mount- 
ed to the extent of 40%, when com- 
pared with 1947. It is estimated that 
sales of oi] in 1949 would be larger, 
though an increase in profits is not 
expected. 

At the moment Richfield Oil Co. 
is one of the most favored stocks. 
The company struck a new and very 
abundant well in California. As the 
necessary storage facilities are lack- 
ing, the well had to be sealed off 
temporarily. Sinclair Oil Co. is an- 
other very popular oil concern, and 
as it owns a large parcel of stock in 


Richfield, it will benefit from the 
latter’s, good prospects. Continental 
Oil Co. of Delaware shows somewhat 
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EXCHANGE & FINANCIAL MARKETS 


Financial Crisis in Hongkong 


The first half of the current week 
has witnessed a further and very 
marked deterioration of the economic 
situation in Hongkong; open market 
rates for TT New York topped $ 690 
on Tuesday after starting at 618 on 
Monday; there was a slight reaction 
bringing the rate on Wednesday to 
678 (with industrial gold at $411 which 
corresponds to $456 per fine oz, and 
a cross of US$ 55) but nervousness is 
spreading and flight from HK$ was 
accentuated. The current open mar- 
ket London/New York cross rate here 
is around 2.32/2.38 against 3.05 about 
a menth ago. Purchases by both im- 
migrant Chinese and local residents 
of US$, in any available form, have 
been mounting and assumed _ unprece- 
dented proportions. The US _ note 
price topped.on Tuesday 720 after 
opening the week at 624, 

An increasing number of holders of 
current and savings accounts as well 
as fixed deposits have converted part 
or all of their cash into US$, other 
foreign currencies and_ securities and 
precious metals; they have started to 
hoard commodities; and have trans- 
ferred their local funds to London and 
other cities in the sterling area. Prices 
on commodity markets have jumped up 
curing the last few days after having 
already substantially increased during 
the last fortnight. There cannot be 
any doubt that the majority of the local 
population is alarmed and apprehen- 
sive of developments in the immediate 
future. 

To stabilise the financial situation it 
is imperative to establish without any 
further loss of time a Hongkong cur- 
rency control fund, the operation of 
which should be entrusted to a number 
of local authorised exchange banks. By 
supplying the market with any amount 
of foreign currencies at open exchange 
rates confidenca can be restored and 
quotations brought back to a level with 
overseas exchange markets. At the 
moment, the situation appears out of 
hand. 


US$ Market 

Active buying by Macao interests 
who had to cover heavy spot and for- 
ward commitments supported by 
Chinese flight capital moving into TT 
New York kept the open market rate 
on a high level. Sellers from Bangkok 
and Manila as well as some inward re- 
mittances from overseas Chinese could 
not meet the buying requirements but 


smaller returns when compared with 
1947. However, the concern remains 
very popular, and quotations are up. 


HONGKONG OPEN 


large amounts negotiated by arbitra- 


geurs steadied eventually the rate, 
Holders of free funds in New York 
obtained, by selling in Hongkong 


against sterling, the best rates of their 
life. Several millions of. US notes 
which arrived last week and were 
thrown on the market caused the 
difference between TT and notes to 
narrow down; but the appetite for more 
notes, coming mostly from flight 
capitalists beyond the border, did not 
abate. 

Highest & lowest rates, per US 
100, of last week: notes HK$ 62142— 
613 (corresponding to crosses of 2.57 
—2.61), DD 6114%2—603; TT 613%— 
606, ov cross rates at the London/New 
York parity of 2.608—2.64. (On the 
open market HK$ 100 were quoted 
from US$ 16.30 to 16.50, a decrease 
against the parity of 34 to 34.8%. 
Against the official banks’ buying rates 
of US$ drafts the current open market 
rates represent an increase of 51% to 
53.4%) 

At the close of last week price in- 
ereases over April 14 (prior to the im- 
position of the gold trading ban) 
amounted to the following percentages; 
TT New York 15.6; Silver in bars, 9, 
local dollar coins 25%, Chinese dollar 
coins 17; jewellery 24 to 28, cross rate 
for jewellery 8 to 10. 2 

Anxiety about the position of Hong- 
kong, about the influx of refugees and 
the financial stability of the local cur- 
rency increased demand for investments 
in toreign securities, valuable metals 
and. above all, US currency. Living 
costs were rising as a result, The high 
open market US TT rate depressed 
import business with hard currency 
countries but stimulated exports to 
the US and Manila. Speculative for- 
ward selling—for only 2 to 3 weeks— 
was easily met by bull operators who 
predict heavy losses of the short 
sellers. The sentiment of the market, 
by & large, is favouring a continued 
high US$ rate; in this the majority 
find support from recipients of over- 
seas Chinese family remittances who 
are averse to sell, postponing conversion 
into HK$ or silver coins ito the last 
moment. There was some short selling 
of TT New York but towards the end 
of the week it petered out, indicating 
the confidence of the market in the 
steadiness of the rate or further im- 
provement of it. 


The arbitrage has made stupendous 
profits; as it was easy during recent 
weeks to transfer money from here to 


MARKET RATES 


per US$100 


Notes 

May High Low 

Oe eae tina SRB 6.19 6.13 
BC Wo eereitays.« RopeyA wets 6.17 6.13 
1 ON eee ee ener meee 6.20: 6.16 
1 a Re oar 6.20 6.16 
eS aah cok icky susie si arasiys KG 6.19 6.18 
p12: Rea Pee eee 6.214% 6.1744 


Drafts 
High Low High Low 
$ $ $ 
6.09 6.03 6.12 6.06 
6.081 6.0312 6.1 6.07 
6.0944 6.0615 6.12% 6.09 14 
6.09% 6.034 6.12 6.07 te 
6.0934 6.0744 6.12 6.1014 
6.1142 6.0834 6.13% 6.11% 
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Londen—the Exchange: Control having 
been desirous to dispel any apprehen- 
sions about the stability of HK$ by 
granting freely transfers to any part 
of the sterling area—U.K. resident 
account sterling could be offered in 
American and European’ exchange 
markets at US$ 3 to 3.20 while locally 
the cross rate was below 2.70. Un- 
official sterling rates, as a result, de- 
clined in all foreign markets by a few 
points but still the very wide margin 
between abroad and the local open 
market remains. As from this week 
the Exchange Cenitroller will screen 
with more severity applications for 
sterling transfers to London but will, 
in every case where capital transfer is 
desired because of doubt about HK$, 
freely grant permits to any part cf the 
sterling area. Arbitrage cannot be 
avoided when crossrates. ditfer sc 
greatly; and, in fac. its value in times 
like the present confidence crisis must 
be appreciated. [i is regrettable that 
there is such a heavy demand for US$ 
and valuable metals and that not only 
Chinese refugees but also many local 
residents have converted their HK$ 
balances into these counters but facts 
have to be faced and counter-measures 
have to be devised. To restore con- 
fidence there is only one thing to do, 
that is to facilitate the supply of the 
requisite investment counters. Overseas 
holders of funds in New York while 
reaping unprecedented profits and 
acquiring sterling at extremely low 
cost in US$ are easing the mild panic 
which has seized so many Chinese in 
the Colony. These people are now 
heavily overpaying US$ and precious 
metals, throwing away, as it were, their 
sevings in HK$. 


Jewellery 


Diamonds were in good demand at 
increasing prices and so was platinum 
especially of London minting. 

Gold ornaments were heavily bought 
and goldsmiths had record business. 
Most rings, bangles, chains etc. sold 
were of “Chinese gold” (.99 fine) or 
of 22 carat. Prices for industrial gold 
(0.90 fine) were from $ 368, high, to 
$ 354, low (corresponding to fine tael 
prices of $ 408—S$ 393, or per troy oz 
crosses of US$ 5434—5312). 

Supply of industrial gold is plentiful, 
local stocks. are very high and arrivals 
in Macao on the increase. (Every 
week 2 to 3 flying boats carrying each 
from 1 to 1% tons of precious metals 
arrive in Macao but recently 2 flying 
boats arrivals in one day have become 
quite frequent; on 15th May one POAS 
“Catalina” from Bangkok and one 
MATCO flying boat from Saigon un- 
loaded together over 70,000 ozs). 


Imports are increasing in the 
Portuguese Colony and so are the 
“ready made licence fees’ which a 


short while ago were Macao $ (pataca) 
7, then went up to 8 and now are 
around 9% per 1 oz, Practically all 
imports are concentrated in the hands 
of the partners of the Tai Fong native 
bank (actually exchange shop or 
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cambista, in Portuguese). A never 
recurring opportunity has been ex- 
ploited to the hilt by the active and 
dormant owners of this bank—as others 
have conceded them the exercise of a 
full monopoly. The civil war in 
China, the outrageous manipulation of 
the printing press money by _ the 
Kuomintang and the lack of supply of 
‘goid by other sources have created for 
certain interests in Macao a fantastic 
boom. It is hard to believe that this 
gold monopoly of Macao was not 
challenged elsewhere—but the I.M.F. 


have, against their will, successfully 
trustrated any attempts. . 
Silver Markets 

Rates were on the easy side as 
supply in Kwangtung was ample 


owing to heavy output of the mint 
operated by the Central Bank of China 
under the authority of various provin- 
cial governments and regional army 
commands, Circulation of silver dollars 
ir South China expanded also on 
account of influx of these coins from 
the Shanghai area and Central China 
generally. Next to Hongkong notes 
silver coins are the general medium 
for payments in South and Southwest 
China. With the impending removal 
of the mint from Kweilin to Canton 
there will be adequate opportunity to 
produce monetary silver from the big 
stocks of silver ingots presently 
accumulating in Canton. Some con- 
fidence in the stability of the HK$ 
returned to Canton which caused the 
decrease of silver coins in use and 
further easing the quotation of them 
in terms of HKS. 

Local market turnover was around 
30,000 taels, exports to Canton totalled 
3000 taels. Imports by traders were 
about 15,000 taels in ingots and an 
estimated 20,000 taels carried by in- 
dividual travellers into Hongkong from 
insecure Canton. 

Prices here were, in HK$, per tael 
$ 4 to 4.40, per Mexican and Hongkong 


dollar coins 3.80—4.50, per Chinese 
coins 6.05— 7.05, per 20 cents coins 
(5 pes.) 3.80 — 4.20. Although the 


Shanghai army ordered that Mexican 
coins were to be accepted in the area 
under their martial control, at par 
with Chinese minted coins, the public 
did not obey ard consequentl: the 
Mexican coins. like Hongkong coins, 
were still quoted at a heavy discount 
against the Chinese coins. 

The Chinese silver coin price is 90 to 
120% higher than the silver contents 
calculated at the local open market 
US@ ir: On the other hand, the fine 
silver price per troy oz is quoted here 
from HK$ 3.29 to 3.62 or at the open 
market US TT only from 531% to 59% 
US cents. The fine oz price, at cur- 
rent open market TT, should be 
around HK$ 4.30. 

Overseas prices were unchanged. Big 
profits could be realised by striking 
Chinese silver coins abroad and im- 


porting them into China where they 


command a premium of from 100 to 
200% above the actual silver content. 
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Unofficial Exchange Markets 


Bank of England notes further ap- 
preciated to $1614/16.60 as profits from 
airmailing them to New York remain- 
ed very attractive (local price about 
12% below New York free market). 
Official DD rates, as fixed by the Ex- 
change Banks Association, were selling 
1/2-27/32 for small amounts, 1/2-15/16 
for transfers above 1000 pounds, and 
buying 1/3-1/16. Interbank business 
was done at 1/2-31/32 s. and 1/3 b. Ex- 
change brokers sold to merchants at 
1/2-29/32. The spread in the official 
buying and selling rates amounts to 
5/8th percent. 


Australian pound notes were hoarded 
buyers paying from $13.50 to 13.75 
while the parity is 13 (banks’ selling 
1/64, buying 1/6-15/16 for DD). New 
Zealand pound notes quoted $15, South 
African at $16. Canadian dollars from 
$5.30-5.40, notes, and DD 4.65, big, 4.34, 
smaller amounts. Malayan currency 
notes from $1.813 to 1.828. 


Indian notes improved in spite of 
larger arrivals of rupees as some mer- 
chants hedged against HK$ deprecia- 
tion; rates from $1.09-1.134%4. Drafts on 
the open market sold at $1.184%. Offi- 
cial buying and selling rates resp. 84 
and 8234 rupees per HK$, interbank 
business done at 83-7/16 b. and 83% s. 
The spread in the official “agreed mer- 
chant” rates amounts to 1.2% which is 
considered by traders as _ excessive. 
Burma and Ceylon rupees quoted resp. 
$0.70/71 and $1.00/1.01. 


Philippine pesos quoted from $2.92 to 
3. Drafts on Manila followed the USS 
rate. 


Piastre notes, spot and forward, had 
a good turnover; rates were from $11.15 
to 11.4215 per 100 HK$. The market 
report of an impending issue of 500 and 
1000 piastre notes in Saigon was dis- 
credited as untrue and so were rumours 
about the devaluation of the piastre in 
terms of the French franc. It is how- 
ever admitted that the present rate of 
17 frs per piastre is very favourable to 
Indochina currency and that a rate of 

2 would be more in line with actual 
conditions. 


Nica guilders moved ahead as en- 
couraging reports from Java indicated 
a peaceful settlement of the dispute be- 
tween the Dutch and the Soekarno fac- 
tion in Indonesia. Rates were $34.90 
to 36142 per HK$ 100. A virtually free 
market operates in Batavia where re- 
cent rates moved from 15 to 16 guilders 
per US$ and 2.75 to to 3 per HK$. The 
unofficial London/New York cross de- 
clined from US$3 to 2.85. Precious 
metals are freely traded at 750/800 
guilders per oz. usually at a cross of 50. 


The Macao pataca quoted here $1.35 
and in Macao the rate was from 68 to 
72 per HK$100. The lowest point was 
reached at HK$147. In terms of US$ 
Open market rates in Macao the pataca 
has remained unchanged (4.30 to 4.40 
patacas), but in terms of HK$ the 
Macao money has appreciated, since 
mid-April, by 13 to 22%. This apprecia- 
tion is a result of the Macao money’s 
link with the escudo, a hard currency 
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from the British Treasury point of 
view, and since unofficial sterling in 
Lisbon quotes at a discount vis-a-vis 
the official rate (as elsewhere in hard 
currency countries) it is logical to ex- 
pect that any weakening of sterling on 
free markets will be reflected in metro- 
politan and dependent areas’ curren- 
cies. The official London/Lisbon rate 
is (according to the government agree- 
ment of April 16, 1946) 100 escudos; in 
Macao the Banco Nacional Ultramarino, 
the Colony’s note issuing bank, quotes 
Lisbon at 6.07 escudos per one pataca 
(selling rate), and London at 1/2-25/32. 
One pataca equals 16.474 escudos but 
transfers to Lisbon are not freely avail- 
able requiring in every instance ap- 
proval by the official bank. 


The circulation of the pataca is very 
small and inadequate to cover the needs 
of the commercial community who use 
largely HK$. The total issue of patacas 
is 1844 millions and the B.N.U. holds 
about 13 millions as unissued notes. The 
actual circulation is however far 
smaller as about 12 million patacas are 
in the possession of the gold importing 
syndicate who have to use these notes 
for making the legally required de- 
posits prior to the issue of gold import 
permits. The actual circulation is only 
about 64% million patacas. Practically 
all business transactions are carried on 
in HK$ and calculations are made also 
in HK$. 


The Siamese baht was in active de- 
mand by merchants and hedgers; the 
rate went up from $25 to 26% per HK$ 
100. In Bangkok the baht improved 
vis-a-vis all currencies and there was 
much confidence in the firmness of the 
Siamese exchange as a result of the 
admission of Siam as a member of the 
United Natioys which should soon en- 
able the country to obtain a substantial 
loan from the World Bank for the pur- 
pose of financing reconstruction mate- 
rials. At the same time, British sup- 
port of the country became more ap- 
parent with the progress of military 
cooperation between Malaya and Thai- 
land (the resuscitated national designa- 
tion of Siam). Rates on Bangkok’s free 
market are influenced by developments 
in Hongkong; as for precious metals 
there is little domestic demand and 
consequently rates follow overseas fluc- 
tuations; Bangkok being largely used 
fer transhipment. 


Siamese account sterling while theo- 


retically transferable in the ‘Sche- 
duie IV” group of countries (Czecho- 
slovakia, Dutch monetary area, Chile, 


Egypt, Ethiopia, Finland, Iran, Nor- 
way, Poland, Spanish monetary area, 
Sudan, Sweden, Italy and USSR) is 
to all intents & purposes not usable 
outside Siam except with the permis- 
sion of the Bank of England. Over a 
year ago Siamese sterling was trans- 
ferred to various countries in the 
group, particularly to the USSR, at 
crossrates from US$3.20 to 3.50 but 
the British authorities, in a not 
publicised measure to prevent the 
use of Siamese sterling by other coun- 
tries, arranged behind the scenes the 
virtual suspension of such tranfers, 
the concurrence of the Bank of Siam 
having been obtained. Siam actually 
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should be piaced in the bilateral group 
but for undisclosed reasons she still 
remains in the transferable group. 
Some skilful operators nevertheless 
succeeded to transfer smaller amounts 
of Siamese sterling to foreign coun- 
tries’ accounts where higher cross- 
rates ruled. 


Chinese Currency Markets 


Gold yuan notes of the 
Gefunct, “National Government of 
China” have ceased to circulate in 
South China and business in these notes 
has also come to a stop in Hongkong. 
The obituary of the “gold” yuan was 
already published in our issue of April 
27, p.dll. The last rates, early last 
week, were HK$1 and then only 0.50 
per one million of the “gold” yuan. As 
from middle of the week all business in 
this scrip ceased. 

Remittances from here to China were 
done cn the basis of US$, precious 
metals and HK$. Transfers to Shang- 
hai were quoted at 1060 to 1010 per 
1000 in Shanghai; but for actual pay- 
ment of US$ notes in Shanghai local 
remitters had, at the end of last week, 
to pay 30% premium. Silver dollars in 
Shanghai quoted from US$1 to 1% 
(with HK$ at a cross of 58.to 60). The 
population is waiting for the liberation 
—a rea] liberation—from the present 
state of fear and oppression.’ People’s 
Bank currency will soon make its ap- 
pearance in Shanghai and, to judge by 
conditions in North China and the 
newly occupied areas south of the 
Yangtse, the new Chinese currency is 
stable and accepted by the people. 

Hongkong outward remittances to 
Canton were quoted (on the basis of 
HK$) at 100.1 to 100.4 for payment in 
Canton of 100. On Swatow the rate 
was from 99.5 to 100, reflecting the ex- 
cess of Swatow remittances to Hong- 
kong. On Amoy, based on US$, the 
remittance rate was at par. ; 

Significant is the further expansion 
of the circulation of the bank notes of 
the Yu Min (Yue Man or. People’s 
Wealth) Bank in the East River area 
(vide our issue of April 20, p.494) which 
quote at 2 per one HK$. As conditions 
in Kwangtung deteriorate this currency 
issued by the emerging authority in the 
neighbouring province is destined to be- 
come, until the People’s Bank money 
will take over, the interim legal tender. 
In the cities of Kwangtung HK$ re- 
mains the general medium of payment, 
silver coing also being used but in re- 
Jatively small quantities. 


practically 


me * * * 


Financial Situation in Hongkong 


There was a considerable return of 
Hongkong currency notes (mostly of 
500 denomination) from Kwangtung 
to the local banks of issue but this 
movement has now come to a halt. 
During about two weeks Canton in- 
vestors converted their HK$ funds into 
US$. precious metals, and bank ac- 
counts in London, Australia, South Afri- 
ca and other parts of the sterling area. 
At the same time smaller denomination 
notes were in demand in Canton as the 
HK$ became more generally used for 
every type of business transaction and 
for practically all services. Last week’s 
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HKS position in Canton turned tight 
and export of notes from here to 
various cities in South China wage 
noticed. Only Swatow kept convert=- 
ing HK$ into foreign currencies and 
precious metals. 

There has been a reduction in fixed 
deposits and idle amounts ih current 
accounts following the iraposition of 
the gold ban and _ the subsequent 
anxieties, stimulated by the speculation 
about the future of Hongkong, and as 
yet there is no indication for a change 
in this situation. Large amounts have 
been sent for safekeeping in London 
and while overseas investors liquidated 
a good deal of their holdings in local 
public companies Hongkong capital, 
reinforced by Canton investors, bought 
securities in the U.K., elsewhere in 
the sterling area and in the US. 

Hongkong will weather the storm, 
There always was an inherent danger 
in the issue of several hundreds of 
millions of HK$ for use of the Chinese 
people in their own country. Although 
every HK$ issued is fully covered in 
sterling (at 1s. 3d.), the possibility 
always existed that part, if not all, of 
the local dollar issue circulating or 
being hoarded in Kwangtung and 
elsewhere in China might return and 
that holders may not be satisfied with 
a sterling conversion but would insist 
on gold and US$. With an open mar- 
ket operating in foreign currencies 
Chinese holders of HK$ felt assured 
that there was hardly any better ex- 
change in the world than the HK$, 
There also was a free market in geld 
doing regular business—prior to April 
14, ane on this market all requirements 
could be filled subject only to the price 
fluctuations caused by demand and 
supply. The gold trading and posses- 
sion ban has, while not actually ter- 
minating either business or the right 
to own gold, shattered the confidence 
in the “free convertibility” of the HK$ 
and has led to a run on the local dollar 
with unfortunate effects on the general 
cost of living. No doubt, the situation 
will return to normal but much harm 
has been done meanwhile. 


Import business generally has fallen 
off during recent months which is nat 
yet apparent from the trade returns 
which reflect business contracted earlier 
this year. Fewer L/Cs. have been 
opened and amounts were also smaller. 
Banks have adhered to a policy of 
higher margin money (except in the 
case of old established firms when 
token margins are accepted). When the 
commodity market appeared to rule 
weak banks were usually asking for 20 
to 25% margin when establishing L/Cs 
but the very recent firming up of 
prices, a result of the. depreciation of 
the HK$ on the unofficial market, may 
have for importers, a welcome effect in 
that margins will be reduced. 

Merchandise to be shinoved from the 
US (and other hard currency countries 
where imports can be financed in US$) 
is, with few exceptions of most essen- 
tial items for local consumption, to be 
paid for at the open market TT New 
York rate; importers can enjoy the fulk 
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credit facilities of local commercial 
banks by selling to the banks the re- 
quisite US$ amount shown in the in- 
voice thus securing the opening of an 
L/C in favour of the shipper in the US, 
after which the banks return to the im- 
porter the full HK$ value of the pur- 
chased US$ (in notes or demand drafts) 


at the official exchange rate. Alterna- 
tively, banks open for importers ac- 
counts in US$ which the client has 


either to buy himself in the open mar- 
Ket or give instruction to the bank to 
purchase on his behalf the requisite 
US$ amount (such purchases being 
effected through the compradore office 
of banks). As however recently open 
market US$ exchange increased by 
more than 50% over the official rate 
importers availing themselves of the 
credit facilities of commercial banks 
for the purpose of opening LCs in 
favour of New York are now hard up 
for the necessary funds; approx. 40% 
of the import value of US commodities 
must now be put up by the importer 
Gf the open market rate is HK$ 650). 
As dealers are hesitant about paying 
larger margins, often nothing at all, 
and indenting is not always possible 
nor advisable, many import houses 
find these days buying in the US, apart 
from the excessive open TT New York 
rate, an almost impossible proposition. 

Credit is now less liberally available 
not because of any tightness but as a 
result of more careful operation by 
local commercial banks. The slump in 
the securities market has caused much 
embarrassment to a number of banks 
as clients who mortgaged their shares 
some time ago are now required to 
either liquidate their holdings or to put 
up more margin. Many debtors with 
large parcels of shares in the custody 
of banks are reluctant to sell at current 
depressed rates as liquidation would 
amount to losses of about 50% of the 
invested capital. Banks do not press 
the matter but no longer conceal their 
concern, That no forced liquidations 
were reported shows that banks are 
confident of the intrinsic strength of 
the share market and that they seem 
to expect an improvement in rates. 
However new loans against shares as 
collateral are now rarely given. 

The present crisis has caused the 
local dollar to “lose face” and it will 
prove not easy to regain it. The way 
the run on HK$ has been met should 
however instil confidence but the men- 
tality of the majority of the investing 
public, especially of the flight capitalist 
type, is seriously unbalanced. The ex- 
periences of the Chinese during 
the last few years with the scandalous- 
ly “managed” paper currency under the 
Kuomintang are largely responsible for 
the hypernervous actions now taken in 
the local financial markets. Logical 
arguments carry little weight with 
panicky people. 

It was therefore a grave rmistake by 
Hongkong Government to prohibit gold 
business and thus to undermine con- 
fidenc2 in the stability of the HK$. The 
responsibility for this step rests with 
the British Treasury as it was at their 
express demand that the local Govern- 
ment, with great reluctance and after 
many futile efforts at changing the 
mind of the Treasury officials or rather 
visionaries, had to impose the ban. 
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Hongkong Stock & Share Market 


The market discusses the invest- 
ment of Hongkong with much more 
persistence than investments in Hong- 


kong and under such “emotional 
stress” an improvement in the ex- 
tremely low price level is still far 
away. However there was some 
easier sentiment noticeable after an 
avalanche of reassuring statements 


from London, rather on the belligerent 
side, were circulated here which later 
found material backing by the arrival 


of a fighter and bomber squadron 
from the RAF _ establishment in 
Malaya. Although there is not the 
slightest justification for imputing” 


to the new Chinese Government and 
the Chinese Communist Party any 
design for the conquest of Hongkong 
or any sort of mischief, a considerable 
number of shareholders are _ feeling 
that Hongkong’s security is endanger- 
ed. The bogey which they have con- 
jured up has become real—at least 


for them, and now they pay dearly 
for their nervousness as they liquidate 
holdings at half the original cost of in- 
vestment. 

The outport sellers keep on offering 


their wares and so does London 
where, in spite of so much official 
pep talk and considerable doses of 


confidence injection into the shaky 
body of investors, the possession of 
shares in local companies is regarded as 
rather adventurous: a yield of some 
12 to 15% bespeaks in itself the low 
esteem in which investments are held. 
The yield percentage is in Inverse re- 
lation to the confidence in the 
stability and future of a security in- 
vestment. 


Significant for the trend of the 
market are the turnover figures. For 
the first three months of this year 
monthly sales amounted to $7-3 4, 
$6 and $81 million, a total for the 
the first quarter of $2214 m. In April 
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Fxpansion of Trade within the 
Sterling Area 


A great advantage of the Sterling 
Area_is that trade between its members 
can be conducted on a _ multilateral 
basis because sterling is freely used by 
all as a medium of exchange. They 
need not, therefore, maintain a bilateral 
balance of payments with each other, 
and complicated trade and payments 
agreements are unnecessary. It is 
to be hoped that the area over which 
sterling can be readily used will be 
progressively enlarged, and as a step 
in this direction there are already 
arrangements under which many 
non-sterling countries may settle 
debts between them in sterling, e.g. 
the Netherlands may pay for Nor- 
wegian goods by transferring sterling 
funds from a Dutch account in London 
to a Norwegian account or Siam- 
ese account sterling may be transferred 
to Sweden for payment of Swedish 
goods, and Sweden may use this Siam- 
ese sterling for payment of British 
goods; etc. 

The Sterling Area contains about 
one-quarter of the world’s population. 
All Commonwealth countries except 
Canada belong; Eire, Iraa, Iceland and 
Burma are also members. A further 
one-fifth of the world’s population live 
in countries in the “transferable ac- 
count group’’—Anglo-Egyptian Sudan, 
Chile, Czechoslovakia, Dutch Monetary 
Area, Egypt, Ethiopia, Finland, Iran, 
Italy, Norway, Poland, Siam, Spanish 
Monetary Area, Sweden and U.S.S.R. 

Wider use of sterling will reduce the 
need for strictly bilateral trading. It 
depends mainly upon the confidence of 
other countries in sterling, and that 
depends on how far the U.K. can sup- 
ply its customers with the goods they 
want. 

Meanwhile U.K. trade with non-ster- 
ling non-dollar countries has to be run 
largely on a_ bilateral basis, through 
separate negotiations with each. There 
was a spate of these negotiations after 
the convertibility crisis in 1947, and 
many of them have been lately renew- 
ed. Among negotiations recently con- 
cluded (some less formal than others) 
are those with Denmark, Spain, 


Sweden, Norway, France. Poland, Be!- 
gium, Switzerland, Italy, the Netner- 
lands, W. Germany, Egypt, Iceland, 
Finland and Portugal. Most are for 
one year only, but the agreement with 
Poland covers a five-year period, and 
long-term agreements are likely to be- 
come more common. 


The main object of U.K. bilateral 
negotiations is to secure essential im- 
ports without spending gold or dollars. 
A start is usually made by negotiating 
the quantities of essential goods which 
each side is ready to make available. 
British key bargaining counters being 
scarce materials such as oil, coal, steei 
and capital goods. These are used spar- 
ingly, and then only to clinch a gener- 
ally satisfactory agreement securing 
vital imports which could not be ob- 
tained otherwise or would have to be 
bought for dollars. Later the negotia- 
tions are usually extended to provide 
in general terms for “less essential” 
imports to be taken by both sides. 


The result is usually a schedule of 
trade exchanges which, after allowing 
for invisible items, shows a rough bal- 
ance of payments with the Sterling 
Area as a whole. But the trade items 
which appear in the balance sheets are 
not firtn commitments. Actual exports 
to any particular country depend upon 
the activities of hundreds of private 
traders, and most of their goods are 
not subject to export control. The nor- 
mal understanding is that the figures in 
a trade schedule are the best estimate 
which each country can give of its like- 
ly exports to the other, and nothing 
more than that. The most the Govern- 
ment usually does is indicate to private 
traders which the most desirable mar- 
kets are. There are, however, a few 
types of U.K. exports which are “pro- 
grammed,” the industries concerned 
being prepared to plan exports to a 
pattern drawn up in agreement with 
Government representatives; coal ancl 
finished steel are the most important 
examples. In such cases the Govern- 
ment can promise its “best endeavours” 
to supply the quantities stated, but 
even this is not a firm guarantee of 
delivery. 
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the turnover was $61 m. thus for the 
first four months of this year $28-3/4 
m. During the first two weeks of 
May the turnover was $6-34 m., ex- 
ceeding the monthly turnovers of 
February and April. The heavy sales 


during the first half of May reflect 
increased concern on the _ part of 
holders but also a commensurate 


amount of confidence in the stability 
of Hongkong on the part of old and 
uew investors. 

As prices showed an uvward trend 
towards the end of last week and 
buying interest came to the fore, con- 
fidence in the future of Hongkong 
trickled back. Ths Stock Exchange 
Committee’s report for last week was 
unusually talkative after many weeks 
of resigned repetitions about the dis- 
graceful behaviour of the market. 
The weekly report stated that busi- 
ness last week began on a lighter 
scale than that of its predecessor, and 
at one time it looked as if a slump 
were in the offing. Some scared sel- 
lers made their appearance and buy- 
ers temporarily retired. Possibly the 
news coming through from Home 
that the present Airport at Kai Tak 
is to be replaced by an ambitious 
scheme in Deev Bay has _ heartened 
timid holders; the fact remains that 
at the close of the week the Market 
has firmed up, buyers have increased 
their bids and sellers are now showing 
some reluctance to supply demands 
at today’s levels. Another factor may 
be the recent fairly heavy buying of 
the three Local Government Loans. 
which are still in short supply. Rates 
of most stocks, whilst generally lower 
than those of last week, have con- 
siderably improved on their low of 


mid-week. 
Volume of Business:— Total sales 
reported amounted to 133.337 shares 


of an approximate value of just over 
$345 million, an increase of $4 mil- 
lion compared with the preceding 
week. 

It was the peak weekly volume this 
year, the highest daily volume in 1949 
was touched on the last day of the 
week when it exceeded $134 million, 
the bulk of which was accounted for 
by Govt. Loans, Hongkong Banks 
and Hongkong Tramways. Government 
Loans accounted for $1,317,000, Hong- 
kong Banks about $% million while 


transactions in Hongkong Tramways 
exceeded $700,000. 
Price Inder: The Felix Ellis 


averages based on the closing prices 
cf twelve active representative local 
stocks after declining to a new low of 
125.05 on Thursday closed at 125.67 
for a net loss of .91 compared with 
the close of tha previous week. Day- 
by-day his averages were: May 9, 
126.49; May 10. 125.90; May 11, 125.43; 


May 12, 125.05; May 13, 125.67. 

High. Low. 

NY OR Se 155.82 123.88 

yt ae 148.68 134.05 

949) ce terssinsueys 138.37 125.05 
Dividends:— 


The Directors of Douglas Steamship 
Co. Ltd., have declared a dividend of 
$5 per share, free of tax, in respect 
of the year ended December, 1948, an 
increase of $2 per share compared 
with ‘he previous year. 
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SILVER IN CHINA 


By E. 


ABANDONMENT OF SILVER AND 
INTRODUCTION OF A MANAGED 
PAPER CURRENCY 


The year 1935 witnessed a vital 
change in China’s currency system. 
After having been on a metallic basis 
for thousands of years China was forced 
by circumstances to abandon the silver 
standard and embrace a_ foreign ex- 
change standard. Until March, 1938, 
China’s currency was being well main- 
tained on the original basis of 1935. 

Before dealing with the essential fea- 
tures of her managed currency system 
it will be advisable to briefly review 
the motive power which forced China 
to take the decisive step of November 
3, 1935. In September, 1931, Great 
Britain was forced to abandon gold as 
the basis of her currency system; her 
action was soon followed by all of her 
colonies whose money was linked with 
sterling. But many independent states 
also felt the need to give up gold, as 
for imstance, the Scandinavian coun- 
tries. Japan abandoned the gold stan- 
dard shortly before the close of 1931. 

Although this important rearrange- 
ment of currency standards affected 
China directly, she made no prepara- 
tions to follow suit. It must not be 
overlooked that, by cheapening her 
monetary unit, Japan became a still 
mightier competitor to her neighbour’s 
exports, notably raw silk and tea. From 
1932 onward China’s price index began 
to recede, a movement which continued 


Business Done:— 


HONGKONG GOVT. LOANS: Hong- 
kong Government 4% 101, 34% (1934 
& 1940) @ 101, 312% (1948) @ par 
plus Int., 101, par plus Int., 101, par 
plus Int. 

BANKS:—H.K. Banks @ i585, 1560, 
1565, 1555, 1530, 1550. 
pI RS URAREE br; Unions @ _ 66715, 

SHIPPING:— Asia Nav. @ 70 cts. 

DOCKS & GODOWNS:— H'K. & K. 
Wharves @ 115%, 115; North Point 
Wharves @ 5%; H.K. Docks. @ 18, 
1815; China Providents @ 12; Shai 
Docks @ 7.20, 7.10; Wheelocks @ 27, 
2634, 2614. : 

HOTELS & LANDS:— H.K. Hotels 
@ 11, 11.10, 11; 10.60, 10.20, 10.10, 
10.20, 10.30; Landa 50, 49, 48, 49, 50; 
S’hai Lands @ 2.10, 2.05, 2, 1.90. 

UTILITIES:— Hongkong Tramways 
@ 15.60, 15.40, 14, 14144, 14.80, 14.90. 
14.80, 15: Star Ferries @ 105, 103, 100; 
China Lights (Old) 12.90, 12.70, 12.60. 
T2io,, se AO, Lae 11-90.) 12) 1210.7 Tete. 
(New) @ 9, 8.80, 8.70, 845, 8.20, 8.10. 
8. 7.90, 7.80, 8, 8.20; H.K. Electrice @ 
B24 wily. sola, Cloucdinl fa, ole, Ol. 
30. 29%, 2934, 30, 3014, 3034; Macao 
Electrics @ 24; Telephones @ 21, 20, 
1934, 18, 1814,- 1919. 

INDUSTRIALS:— Cements @ 26%, 


26. 

STORES :— Dairy Farm @ 31, 3114, 
2914, 29, 2914, 30, 3042, 31; Watsons 
@ 41, 41%, 41, 40%, 40, 40-i1/2, 41. 

COTTONS:— Ewos @ 4.75, 4%, 
4.15 


KANN 


steadily and which clearly headed to- 
wards deflation. : 

In 1933 the United States also ex- 
changed the gold standard for a paper 
standard. Yet China continued on the 
free silver standard, merely watching 
the situation. In the summer of 1933, 
at the Monetary Conference held | in 
London, a silver agreement was reach- 
ed between the main silver producers 
and holders, the purpose of which was 
to prevent the further depreciation of 
the white metal through demonetiza- 
tion and sale. The principal idea was 
to stabilize silver prices as far as pos- 
sble, a movement which China consi- 
dered essential for the carrying on of 
her foreign trade. 

By a new law, signed by the Presi- 
dent on June 20, 1934, silver was to be 
added to the reserves of the United 
States Treasury (inclusive of silver coin 
already in circulation) until it reached 
a ratio with gold reserves of 25 per 
cent to 75 per cent. Purchases were 
to be made at the Government’s dis- 
cretion, either at home or abroad. 
Against all such silver purchases the 
Secretary of Treasury was directed to 
issue silver certificates to be secured 
by the full amount of silver dollars or 
by silver bullion of the same monetary 
value, such certificates to be issued in 
a face amount not less than the value 
of silver purchased. As a supplement 
to the foregoing law the President, on 
August 9, proclaimed the nationaliza- 
tion of all privately held, unminted 
stocks of silver at a price of 50.01 cents 
per fine ounce. 

The new order of things created a 
feeling throughout the world that silver 
was being given a new lease of life 
and that prices were bound to rise. Al- 
ready in August, 1934, large amounts 
of silver began to leave the country. 
Capital, formerly invested in China by 
foreigners, was being withdrawn. Chin- 
ese capitalists followed suit by convert- 
ing available balances of local money 
into foreign currency. The Chinese au- 
thorities looked on as, while wishing to 
prevent the outflow of silver, they also 
desired to maintain the silver standard 
intact. When matters became worse, a 
proclamation was issued on September 
9 prohibiting the purchase and sale of 
foreign exchange. While this measure 
remained a dead letter, it added to the 
already prevalent nervousness, result- 
ing in the speeding up of further heavy 
silver shipments abroad. ; 

As the panicky outflow of large silver 
supplies intensified the deflationary 
movement, justifiably created fears 
that a financial panic was imminent, 
and brought about a serious depletion 
of reserves needed by the banking sys- 
tem, the Government after mature con- 
sideration reluctantly had recourse to 
means which meanc the divorcing of 
China’s currency from silver, at least 
vis-a-vis foreigm countries. The free re- 
demption of bank-notes against silver 
dollars was to continue in China, so 
that internally the silver basis was be- 
ing maintained for the time being. All. 
this meant that the old-established link 
between the value of Chinese money 


620 


FAR EASTERN ECONOMIC REVIEW 


in terms of foreign currency and the 
external price of bar silver had definite- 
ly been severed. It also signified that 
foreign. exchange rates in China fell 
considerably below silver parity, a 
movement which widened as time went 
on. Finally it implied that commodity 
prices were bound to fall, thus causing 
deflation. 

Recognizing that, despite a good deal 
of patience displayed, the position turn- 
ed more unfavourable and even danger- 
ous, the authorities issued, on October 
15, 1934, a decree which was intended 
to prevent the further outflow of silver 
from China, except at a heavy penalty. 

This measure was at first successful 
in halting the further exportation of 
silver supplies. But it did not prevent 
.smuggling of the latter; in fact it en- 
couraged the illicit conveyance of silver 
to foreign countries, since the diparity 
between silver quotations abroad and 
local exchange quotations grew larger 
and larger. Starting towards the mid- 
dle of December, 1934, and extending 
until the beginning of May, 1935, silver 
prices abroad rose rapidly, reaching at 
one time 81 cents in New York and 
36%4d. in London. Chinese quotations 
on foreign centres did not follow the 
Tise of silver value abroad. As an im- 
mediate consequence the disparity grew 
wider and wider, thereby encouraging 
smuggling of silver supplies. 

Owing to the rapid diminution of sil- 
ver stocks in Shanghai, credits by 
banks were not merely curtailed but 
halted. Business came to a_ standstill 
‘and business failures became the order 
of the day. Land values in Shanghai 
receded much faster than general 
wholesale commodities. Due to the 
curtailment of credit the majority of 
mortgagors were unable to repay loans 
taken against land and buildings; many 
were even unable to meet interest 
charges. 

The measures taken by the Chinese 
Government on October 15, 1934, had 
the effect of halting outward shipments 
of silver through the Customs. But 
they could not remove the temptation 
to smuggle silver out of the country; 
at least not as long as local exchange 
rates remained much below silver 
parity. The disparity in January, 1935. 
was about 16% per cent; by May it 
had risen to 2744 per cent and in Octo- 
ber it had reached 29 per cent. 


On the other hand, to permit the 
local exchange market to rise parallel 
with silver, would have meant the ex- 
tinction of what little export business 
there was in China, counled with fur- 
ther deflation in the country. Therefore 
it soon became obvious that the decree 
of October 15, 1934, represented a 
makeshift, created for the purpose of 
finding better means to a better end. 


When silver prices began to recede 
in May, 1935, and when quotations 
stagnated in the summer, a good deal 
of apprehension made itself felt in 
Shanghai with regard to a collapse of 
the exchange market. A huge bull 
position was created in Shanghai dur- 
ing the summer and early autumn of 
1935 and similar tactics were adopted 
by Hongkong, the only other silver- 
using country in the world. During the 
same period one could witness an al- 
most complete stoppage of business on 
the Shanghai Stock Exchange, and 
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whatever little business was then 
transacted, divulged ever-decreasing 
prices for shares and debentures. Both 
the real estate and the stock market 
had practically become frozen and 
things were moving towards a new 
finacial crisis. 

This actually came about towards 
the close of October, by which time ex- 
change on London ‘had dropped to about 


.1s/3d. per dollar. On November 3, 1935 


the National Government issued a 
weighty proclamation, nationalizing all 
silver coins in the hands of banks and 
the general public and making the 
notes issued by the Central Bank of 
China, the Bank of China, and_ the 
Bank of Communications sole legal ten- 
der. All obligations, including former 
debts and also taxes, could be dis- 
charged in the new money. Foreign ex- 
change rates were stabilized at a basis 
of 1s/214d. (the average for the past 
five years) and the three Government 
banks were ordered to sell and buy 
any amount of foreign moneys at sd. 
below and 1d. above the basic rate of 
1s/21sd. With the cooperation of the 
foreign banks the new basis was estab- 
lished with but few misgivings. 


CHINESE METAL CURRENCY 
HISTORY 


Copper 

If the term of bronze is included it 
can be asserted with authority that 
copper is the metal which, for thou- 
sands of years, has formed the basis 
of China’s currency system. 

In 1889 the then Viceroy of Kwang- 
tung province, Chang Chih-tung, open-. 
ed the first modern mint. Eleven years 
thereafter, in 1900, the first 1 cent cop- 
per coin was produced at Canton. This 
coin was intended to form the one- 
hundredth part of the Chinese dragon 
dollar. Induced by the rapid success of 
the new coin, and encouraged by the 
Peking Government, many of the pro- 
vinces erected mints of their own and 
developed feverish activity in minting 
the new copper cents. 

Towards the close of 1905 the first 
signs of over-production made them- 
selves felt. By that time there were 
already 16 copper mints in operation 
in China which were capable of pro- 
ducing 16 thousand million coins a year. 
The Government tried to intervene 
with proclamations, but in vain. The 
success of the new 1 cent piece was but 
shortlived and, from the end of 1905 
onward, the new coin has’ brought 
much loss and misery on the hard-tried 
ponulation of the country. 

Minting statistics are difficult to pro- 
cure in China, and are not accurate. 
Merely by way of illustration the fol- 
lowing figures, indicating the initial 
cutput of 1 cent copper pieces, are 
quoted here: 

No. of pieces 


BOQ os texto slauetreagme ne utd 1,700,000,000 
POOR SH aadaie- sr cwranhadeanere hes. ble 5,800,000,000 
DO ro ieee taarealuicians: seem ane 1,700,000,000 
TOOT. arta Merete ace sian 2,900,000,000 
LET AE RS sr ne im ere ay 1,500,000,000 


The year 1909 was one of the most 
critical periods for the minting of cop- 
pers; the supply had become superabun- 
dant and most of the mints had to dis- 


continue work temporarily. By the 
close of 1917 the total amount of 1 cent. 
pieces minted was estimated at 31,700,- 
(00,000, apart from 396 million 20 cash 
and 300 millicn 50 cash copper coins. 
Since then these figures have been con- 
siderably increased. 

As a consequence of the irresponsible 
action of China’s provincial mints the 
depreciation of her copper currency: 
has progressed to an alarming extent. 
The copper coinage of China cannot be 
considered as a medium of exchange 
based on a clearly defined standard, but 
simply as a commodity, subject to con- 
tinual fluctuations. 

Apart from the 10 cash piece there is 
a 20 cash piece in circulation in some 
parts of China. Besides comparatively 
small quantities of 1, 2, and 5 cash: 
pieces have been struck. The provinces 
of Szechwan and Honan produced 500, 
200, 100, and 50 cash coins for circula- 
tion there: these have been subjected 
to heavy depreciation in value. ‘ 

According to the law the composition 
of the copper coinage was to consist 
of: 95 per cent copper, 4 per cent zinc; 
1 per cent lead. But actually the coin- 
age has been much debased as regards 
weight and fineness. 

The currency law of November 3, 
1935, provided for the coinage of two 
new copper pieces, namely 1 cent, 
weighing 6.5 grammes gross. and 14 
cent, weighing 3.5 grammes. Both are 
to consist of 95 per cent copper and 5 
per cent tin-zinc alloy These coins are 
issued on the decimal basis of 100 cents 
to the dollar. Their minting was start- 
ed during the closing days of December, 
1935, and continued by the Central 
Mint at Shanghai. The obverse depicts 
within an outer circle a reproduction 
of ancient spade money and the inscrip- 
tion in Chinese, “One Cent” (I fen). 
The reverse has the Kuomintang em- 
blem in the centre and above in Chin- 
ese characters “Chinese Republic, 25th 
Year.” These coins have have had an 
excellent reception. Until the end of 
June, 1937, 53,200,000 coins of % cent 
and 573,200,000 pieces of 1 cent de 
nomination have been delivered by the 
Mint to the Central Bank. 


Silver 
Bar 


The existence of silver as a medium 
of payment in China dates back nearly 
5,000 vears, but it was not used in coins 
until comparatively recently. 

The quantities of silver which have 
been minted in China are negligible. 
Therefore, practically all of the white 
metal now in circulation in China has 
had to be imported from abroad in the 
shape of bar silver, and foreign dollar 
coins. Since the World War, New York 
surpassed London as a silver market. 


The main sources of silver production 
are the United States of America and 
Mexico which, combined, Produce near- 
ly two-thirds of the world’s output. 
Canada produces 10 per cent and South 
America 8 per cent. This means that 
the Americas are responsible for 82 per 
cent of the total silver production. The 
entire silver output, on an average for 
1926-1938, approximates 220 million 
troy ounces per annum. 

China was an important factor as 
regards the consumption of silver: she 
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Yanked with British India. According 
to Customs statistics, covering the years 
1888-1938 inclusive, her total imports 
for bar silver, coin and sycee were 
valued at Ch. $2,296,690,000, and her 
total exports for bar silver, coin anda, 
sycee, were value at Ch. $1,624,212,000, 
Net imports Ch. $672,378,000. 

Since November 3, 1935, China is no 
more on a silver standard and was 
therefore endeavouring to sell the bulk 
of her silver supplies. With the U.S.A. 
it was agreed in May, 1938, that China 
should retain not less than 25 per cent 
of her currency reserves in silver. 


Sycee taels 


Practically all the sycee taels in cir- 
culation in China were derived from 
imported bar silver. The latter were 
shipped to Chine as ingots in the shape 
of bricks, weighing approximately 1,000 
ounces each, and being of a fineness of 
from 996 to 999 thousandths. 

The word “tael” signifies a weight 
and also a medium of currency in sil- 
ver. The tael was the Chinese ounce 
and was characterized by its variation 
from place to place. But the tael was 
also a unit of silver money circulating 
in China; and its fineness, size and 
value also varied from place to place. 

Probably the most exhaustive tale of 
the tae] that has ever been written, will 
be found in my book, “The Currencies 
vf China.” 

The tael was subdivided as follows: 

. tael (liang) =10 mace (chien) 
1 mace (chien) =10 candareens (fen) 
1 candareen (fen) =10 cash (li) 

Some of the principal taels, formerly 

‘current in China, were: ’ 


mmanghal j2. 0 -scc<suss 565.65 935.4 
MARES ym ethicists «aie 557.4 977 
tlankow . 4). 9° =sensvea-s 554.7 967 
grains fine 

(This is the standard of fineness; 


everything about this degree is add- 
ed in the shape of a premium. As a 
rule the Shanghai tael appeared with 
‘an average fineness of 0.983.) 

The sycee tael, which has served as 
currency in China for nearly a thou- 
sand years, was really archaic in con- 
stitution and has since been replaced 
by moder coinage. The gradual dis- 
appearance of the tael as a medium of 
currency came about by natural evolu- 
tion. 

There were hundreds of monetary 
taels in use throughout China, most of 
which existed in the shape of silver 
“shoes” of about 50 taels’ value, while 
others were fictitious taels. Among the 
latter the Haikwan (or Customs) tael 
deserves special mention, another 
species being the Kuping tael. In the 
course of decades most of China’s mone- 
tary taels disappeared from circulation. 

Owing to the increase in circulation 
of Chinese-coined silver dollars this 
form of money gained in popularity 
until its preponderance as currency 
unit became firmly established. With- 
out official interference China by 1932 
arrived at a currency ratio of 90 to 10, 
the former figure representing the per- 
centage of dollars minted. while the 
latter stood for taels held in banks’ 
cofters. 

All the modern style Chinese banks 
have had their capital paid up in dol- 
liars, and Government loans and bonds 


within the country were contracted in 
dollars. 

The Shanghai mint was constructed 
at a cost of about six million dollars 
(Chinese) to serve as the sole purveyor 
otf the silver coinage and its machinery 
was put into motion on March 1, 1933, 
when the new national dollar was born. 

In July, 1932, the Minister of Finance 
appointed an honorary committee 
whose task it was to advise as to pro- 
cedure in connection with the then pro- 
posed abolition of the sycee tael as cur- 
rency in China. The said committee 
met under the chairmanship of Mr. 
Jian H. Chen (Deputy Governor of the 
Central Bank of China) and consisted 
of the following members: Messrs. Hu 
Pin-kiang (South Sea Bank), O. S. Lieu 
(industrialist), Tsuyee Pei (Bank of 
China), H. Mazot (Banque de 1’Indo- 
chine), F. B. Lynch (Central Bank of 
China) and E. Kann (economist). Mr. 
M. Speelman (International Savings 
Society) gave the committee the benefit 
of his advice. ‘ 

The results of the committee’s deli- 
berations were embodied in a letter to 
the Minister of Finance, dated August 
6, 1932. As to the essentials of the 
problem it was recommended that the 
national dollar should show the follow- 
ing characteristics : — 


Fineness .......- 880/1,000ths 
Gross weight . 26.6971 grammes 


Fine Silver content 23.493448 grammes 


Viewed in the light of actualities we 
arrive at the following tael parities of 


the new dollar,-inclusive of 2% per 
cent minting cost: 
Tls. 
SHaNBNAL! a5. Bie welts ke 71.50 
entSin ick... Lee eee 67.0445 
PIANO MIS Se aE. 69.1126 
Haikwani SisGeie soe 64.1797 
These figures represent the  in- 


trinsic value of the silver content of 
the national dollar, plus 2% per cent 
for cost of minting. 

Inter alia it was decided to manu- 
facture at the Shanghai mint silver 
bars which are to retain their original 
fineness (0.999) and to be of such a 
weight as to represent exactly 1,000 
new standard dollars; the mintage 
charge of 24% per cent also applied 
here. Also a second kind of “B” mint 
bar of a fineness of 0,880, exactly as 
the standard dollar possesses. This 
latter kind of bar was to serve total 
clearing purposes only and its circula- 
tion amongst the public was inter- 
dicted. The purpose of such Shanghai 
mint bars was, firstly, to serve for 
clearing purposes, saving the counting 
and the “shroffing” of the coins, and, 
secondly, to enable the export of silver 
bars in their pure form, provided that 
parities permitted shipment abroad. 

The year 1933 saw the final realiz- 
ation of the tael’s abolition. 

The Customs authorities on March 
9, informed the public that the Ervai- 
kwan tael had bsen_ replaced as 
Customs currency by the standard 
silver dollar at the ratio of 1 Haikwan 
tael=stand. $1.558. 

From the same date Chinese banks 
at Shanghai quoted foreign exchange 
rates in terms of dollars, instead of 
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taels. The Central Bank of China 
started quoting Customs Gold Units 
in standard silver dollars. 

On April 6 the tael was definitely 
abolished by mandate issued by the 
Central Political Council, held on 
April 5, 1933. Chinese banks ceased 
to accept tael deposits or tael cheques, 
paying and receiving in dollars only. 

Beginning from April 6, 1933, an 
export duty on outgoing sycee or 
foreign bars was levied by the Chinese _ 
Customs, viz., 24% per cent ad valorem, 
but silver dollars and mint bars (0.999 
fine) could be shipped free of duty. 

This was altered when, on October 
15, 1934, an export duty on silver sent 
abroad was levied, namely 10 per 
cent, but for dollars the rate was 7%4 
per cent. Besides a flexible equaliz- 
ation charge was imposed for export 
of silver in any shape. 

Beginning from April 10, 1933, 
foreign exchange banks likewise quot- 


ea all exchange rates in terms of 
standard dollars. From the ~ same 
date the Shanghai Stock Exchange 


quoted shares in standard _ dollars 
cnly. Both Municipalities of Shang- 
hai began to prescribe taxes in dollars 
instead of taels. 

The abolition of the tael was 
actually completed in 1933 and with- 
out causing harm to anybody. 

By the end of 1935 no more sycee 
taels were being held by banks 
in Shanghai. Scattered remnants 
were still existing in the interior and 
also in hoards to a moderate extent. 
But to all intents and purposes the 
sycee tael had definitely made its 
exit from China. 


Dollars 


_ The dollar had become very popular 
in China and enjoyed an_ extensive 
circulation throughout the whole 
country. It was destined to be the 
universal medium of _ circulation in 
China, and as such was replacing the 
clumsy sycee tael. This change per- 
supposed, however, effective control 
over the provincial mints on the part 
of the Government, so that one single 
pattern of a uniform dollar could be 
produced. It also presupposed the 
retention of the silver standard by 
China. 


On March 1, 1933, the new standard 
national silver dollar began to be 
struck at the Shanghai mint. On the 
obverse it bore a reproduction of a 
bust of Dr. Sun Yat-sen, while the 
reverse is adorned with a Chinese 
junk at sea. The new standard dollar 
was 880/1000ths fine, had a gross 
weight of 26.6971 ‘grammes and con- 
tained 23,493,448 grammes of pure 
silver. Its fine silver content 
equalled Shanghai taels 0.6993205. 
while its minting charges amounted 
to 2% per cent, thus making the 
dollar the equivalent of taels 0.715. 
On March 10, 1933, the new_dollar 
was first delivered to the Central 
Bank of China. After January, 1936, 
the Central Mint at Shanghai ceased 
minting silver dollars, seeing that 
these had become uncurrent. 

It now remains to give particulars 
relative to the composition of the dol- 
lar coins formerly current in China:— 
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Mexican dollar 417.8 
American trade dollar 420 


Saigon piastre ...... 416 2/3 im 
SEVEN “Yeni acess can 420 
British dollar ...... 416 a 
Dragon aye” of wcerbanaes 416 9 
Yuan Shih-kai dollar 415 
Sun Yat-sen 415 


” 
Standard silver 7 


The total quantity of standard 
silver dollars produced by the Central 
Mint at Shanghai was 147,442,000. 
Subsidiary Silver Coins 

China’s first production of subsidiary 
silver coins dates back to 1890. These 
were turned out by the mint at Canton 
with a fineness of 0.820. Originally 
the 10 cent silver piece was intended 
to represent one-tenth part of the 
dragon dollar, but, owing to oyer- 
production and wilfui debasement, de- 
preciation soon became the order of 
the day. As soon as other provinces 
noticed that the coining of subsidiary 
silver money left considerable margins 
of profit, they promptly put up mint- 
ing plants of their own. The result 
was a plethora of subsidiary silver 
coins. Competition between the pro- 
vinces became so keen that not in- 
frequently an embargo was placed on 
the import of the output of neigh- 
bouring provinces. In the same 
measure as the market value declined, 
most of the mints had recourse to the 
doubtful expedient of further reducing 
the fine content of the coins. 

The Canton mint, for instance. had 
a most varied career and was, at cer- 
tain periods, let to the highest bidder. 
No wonder that the temporary tenant 
strove to derive as many benefits as 
possible during the brief period he was 
carrying out the prerogatives of the 
State. Canton certainly holds the re- 
cord, not only as regards output, but 
also in connection with the systematic 
adulteration of silver subsidiary 
coins. Certain minting estabiishments 
in Fukien province were owned and 
operated by military officiais who 
were bent on coining money in the 
first place for themselves and who 
were responsible for flooding the 
districts under their administration 
with low-grade coins which deserve 
the designation of “spurious.” Due 
to the conditions described already, 
subsidiary silver coins were accepted 
at their ever-fluctuating market price 
only. They existed in denominations 
of 50, 20, 10 and 5 cepts. The 50 cent 
piece was_ struck by a few provinces 
only and ‘had a rather limited circula- 
tion. 

In classifying the issues of subsidiary 


silver coins we find the following 
grouping: ; 
(a) Ta Ch’ing series with the 


dragon emblem, average fineness 0.800. 

(b) Provincial Republican issues 
with varying designs and inscriptions. 
The original fineness was to be 0.700, 
but as low as 0.559 is being recorded. 

(c) Commemorative issues relative 
to the establishment of the Republic. 
These were not meant for circulation. 

(d) A 50 cent piece coined since 
1918 by T’ang Chi-yao, the Governor 
ef Yunnan province, showing His Ex- 
cellency’s bust. 


Gross weight 
7 grains 


26.6971 grammes 
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Content 
Fineness of fine silver 
0.902 65 72 377.14 grains 
0.9 378 ™ 
0.9 375 Fi 
0.9 373 7 
0.9 374.2 5 
0.9 374.2 3 a 
0.890 369.35 ‘ 
0.890 369.35 ty 
0.880 23.4934 grammes 
Szechwan province also had half- 


dollar coins in circulation, 

(e) _ Full-value subsidiary coins, is- 
sued in 1917 on the decimal system 
With fineness of 0.700, showing the 
portrait of the then President Yuan 
Shih-kai. 

The last-mentioned coins exist in 
denominations of 50, 20 and 10 cents 
and were meant to function as “big 
money.” But the attempt proved un- 
successful. The coins were struck by 
the Tientsin and Nanking mints only. 

In_certain of China's provinces the 
small-coin dollar (as subsidiary silver 
coins are frequently called) was the 
official currency, especially in Kwang- 
tung, Kwangsi and Fukien. 

With the nationalization of silver by 
the Chinese Government on November 
3, 1935, the circulation of silver sub- 
sidiary coins was to discontinue with- 
in three months. $1.20 in small coin 
was fixed as conversion rate for one 
legal tender dollar (note). 


In May, 1936, it was agreed in 
Washington that China should cir- 
culate a new subsidiary half-dellar 


silver coin. Same was to be of a low 
fineness and a reduced weight, so that 
the danger of melting the coin, when 
high silver prices prevail, should not 
apply to this case. 

There have been, and still are, 
nickel coins in circulation in China. 
Apart from the 5 end 10 cent pieces, 
current until 1915 in the former colony 
of Kiaochow, there was a 5 cent nickel 
coin issued in Canton and circulating 
in Kwangtung and Kwangsi provinces. 
In 1925 Yunnan minted a 5 and a 10 
cent piece. Yet it must be admitted 
that the circulation of these nickel 
coins is as limited as their existence 
is unimportant to the country. 

In order to replace the former silver 
subsidiary coins the Ministry of 
Finance ordered the Central Mint at 
Shanghai to produce nickel subsidiary 
coins from 100 per cent pure nickel, 


the disks being imported from 
abroad :— 
5 cents, weight gross 3 grammes; 
10 3 ” ie ie bo) ” ; 
PAY ea ep ” » 6 7 . 
These coins were issued strictly on 


a decimal basis, i.e., 100 cents for a 
legal tender dollar, and well received 
by the public. The design is identical 
with that of the new copper coins. 


Gold. 


Although gold was never recognized 
as currency throughout China, it has 
served as a medium of _ circulation 
from ancient times. Unminted gold 
was legalized as currency in 1091 B.C. 
In 221 B.C. gold in the shape of small 
cubes, called yh, was in circulation in 
China. In 10 A.D. Wang Mang 
established new media of currency, 
amongst which was_ gold; the unit, 
called kin, was valued at 16,0U0 cash. 
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There were many attempts to in- 
troduce the gold standard in China 


but none of the numerous plans wes 
cepable of realization. Consequently, 
there never was a gold coin circulat- 
ing throughout China which was legal 
tender. There was an issue of numer- 
ous gold medallions in celebration of 
memorable events; but these rank 
merely as souvenirs. 

Apart from minted gold there is,. 
and has been for centuries, a more or 
less extended use of gold _ leaves. 
These were manufactured in South 
China, principally from imported gold 
coins; the latter, after being melted, 
are refined so as to be as near as 
possible 1,000 fine. Gold leaves are 
easily hidden and, in case of danger. 
carried unobserved on the body of a 
person. In consequence thereof they 
form an excellent object for hoarding. 

Golden jewellery in China is con- 
spicuous by its high degree of fineness. 
and by its lack of artistic make-up. 
Both these factors prove that golden 
jewellery in China represents a con- 
venient shape of savings and hoard- 
ings. 

Of enormous importance to the 
country’s international exchange en- 
gagements is the use of gold bars in 
China. Originally these appeared in 
the shape of “shoes,” with a high 
degree of fineness, distinctly for the 
purpose of hoarding savings in a con- 
venient form. In the course of years 
gold began to be turned out in the 
form of small bars, weighing about 
10 taels each. At Peiping gold bars 
were produced with a fineness ci 
0.985, at Tientsin 0.980, and at Shang- 
hai 0.978. As the amount of gold 
mined in China is negligible in quan- 
tity, it was necessary to import foreign 
gold coins in order to produce gold 
bars. The import into China of gold 
coins was solely a question of parities 
and therefore a problem of arbitrage. 
The same remarks refer to the_ex- 
port of gold bars from China. Gceid 
bars and dealings therein have become 
of importance to China’s foreign ex- 
changes. The principal market for 
gold bars is Shanghai where huge 
transactions are daily concluded. The 
technique of gold bars has been 
thoroughly investigated and discussed 
in detail in my book, “The Currencies 
of China.” 
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Commercial Markets 


Heavy Rise in Prices 

With confidence in the stability of 
HK$ largely shattered, merchants and 
speculators were extremely active 
en all commodity markets where prices 
rose day by day. Cost of living is 
increasing at an alarming extent. A 
critica] situation has developed which 
must be quickly curbed as otherwise it 
would lead to unrest and disorders. 

The crisis started with the gold ban 
of April 14 which was a measure 
strongly resented by the local popula- 
tion; its reverberations are felt now. 
When holders in Kwangtung of HK$ 
and funds in local banks began switch- 
ing over to US$, silver etc., the crisis 
gained momentum. The higher prices rise 
the lower sinks faith in the intrinsic 
strength of the local currency. A process 
of HK$ disinvestment is now underway 
which can only be reversed if immediate 
steps are taken by Government to 
stabilise the value of HK$. Hongkong is 
a market where the forces of supply and 
demand are decisive and where injection 
of controls has toxic effects. If controls 
keep on coming, as in the case of limita- 
tiqns on sterling transfers and the gold 
ban, fears are aroused about the value 
of HK$ in relation. to other currencies 
and gold until q time arises when a large 
segment of the public becomes ave 
to holding the local money. ‘ 

During the last few days many de- 
posits were withdrawn from the banks 
and commodities were hoarded. As 
prices went up speculators found suffi- 
cient incentive to try their luck and so 
far they have been very lucky. Not un- 
like conditions observed in Shanghai, 
merchandise was sold over and over 
without leaving the Colony, just absor- 
bing “hot money” and serving as a 
means for profit-taking. As is always 
the case in times of anxiety rumour 
mongering further induces purchases 
and drives up prices. An artificial pros- 


perity has been enjoyed by a large num- 
ber of dealers who sold their cargo 
which only a short while ago they 
could not get rid of, and prices obtained 
left them with 50% and_ higher profits. 
Previously stagnant counters found in- 
tense interest and appreciated in value 
whenever they changed hands—which 
was very frequent, 

Piece Goods. 

Piece goods started the week with 
rising prices, following enquiries from 
Siam, Manila, Singapore, Indonesia and 
East Africa. Later in the week, how- 
ever, it was learned that Canton was 
swamped with piece goods from 
Shanghai, which were to be tranship- 
ped to Hongkong as it was considered 
wiser not to have large stocks in Can- 
ton. This had an adverse effect on 
prices, which began to fall. 

Grey sheetings being in demand by 
buyers from Siam rose by 20 cents a 
piece, about 10,000 pieces being dis- 
posed of; the price later fell by 30 to 
50 cents per piece for the cheaper 
qualities and by 40 cents for the better 
qualities. By the end of the week 
blue star grey sheetings were selling 
at $39 per piece, five star sold at $38.50, 
while other brands dropped as much 
as 50 to 60 cents a piece. Tsin Leung 
Yuk white cloth, which had risen to 
$43.70 with orders from Manila, fell 
abruptly to $42.50 and dropped a fur- 
ther 30 cents at the end of the week. 
Black cloth also improved at first with 
sales to Singapore buyers, double 
golden taei brand selling at $49.50, Yu 
Tau at $43.50 and golden carp at $47.20 
per piece, but relapsed into inactivity 
later in the week. Sun Kwong pongee 
shirting fell from $57 to $55 per piece. 
Artificial Silk and Rayon. 

The market was. badly overloaded 
with Japanese and Italian artificial 
silks and rayons, large stocks amount- 
ing to 220,000 yards being on hand and 
further arrivals being awaited. Canton 
was out of the market for the moment, 
and the possibility of military opera- 
tions extending to Central China to- 
gether with the difficulty involved in 
shipments into China, made prices fall 
in spite of the seasonal demand. 
No. 102 Japanese rayon piece goods fell 
from $1.30 to $1.22 per yard, No, 101 
fell from $1.20 to $1.10. Japanese arti- 
ficial silk yarn Tenkyo No. 120 was 
offered at $3.90 per pound, compared 
with the earlier price of $4.20, sunshine 
and other brands sold at $3.70. 


Cotton Yarn. 

The yarn market was dull through- 
out the week, with a spurt of activity 
when buyers from Siam and Korea 
were requiring supplies. The lower 
qualities were required by buyers from 
East Africa. but it was impossible to 
meet their low prices consequently no 
sales resultec. Blue Phoenix, 42 counts, 
was offered at $2150 per bale, an in- 
crease against the previous price of 
$2130 due to an increase in Canton; 
angel 20’s sold at $1300, falling later to 
$1295; golden star, with falling stocks, 
rose to $1290; flying tiger sold at $1229. 
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Gunny Bags. 

Heavy demands from South African 
buyers together with falling stocks 
owing to lack of fresh arrivals, caused 
a considerable rise in price. The mar- 
ket was also stimulated by the leniency 
shown by the Indian authorities to ex- 
ports to South Africa if the cargoes 
were transhipped through the Philip- 
pines, Siam or Indonesia. New heavy 
cees 29X43%2'%% lbs at first fetched 
$3.25 each rising to $3.30, forward de- 
livery was booked at $3.27 for a quan- 
tity of over 100 bales. Hessian cloth 
sold at $1 per xard. Old gunny bags. 
filling requirements for North China, 
the Philippines and Siam, were run- 
ning out of stock, which limited the 
market: gunny bags with single green 


stripe~ stood at $2.20 each, without 
stripe sold at $1.80. Sugar bags fetch- 
ed $2. 


Prices in South Africa were as fol- 
lows:—best heavy cees 63 US cents, 
lower quality 61.2 cents. The indented 
value in India was Rs.245 per 100 bags 
c.if, Hongkong, which worked out at 
$2.90 per bag. 


Metals. 

The metal market was dull, especial- 
ly in mild steel bars of all kinds. The 
large quantity produced during April 
in Great Britain, amounting to 15,584,- 
000 tons also tended to lower prices in 
anticipation of increased exports. 
Hongkong stocks stood at 15,000 tons 
so that there was little chance of an 
improvement, and sellers were anxious 
to reduce their stocks even at the 
lower prices ruling: round bars (in 
bundles) Gl 4%” stood at $40, G2 3/16” 
at $38 and G2 3/32” at $36 per picul, 
whereas the indented price worked out 
at $40 without allowing for overheads. 
Mild steel round bars in 40 ft lengths 
5/8” to 1” dropped to $30, %” and 34” 
sold at $32, 34” to 1145” owing to lower- 
ed stocks rose to $36 with forward de- 
livery at $35 per picul. Galvanized 
mild steel sheets (thin) ‘were inactive 
with lack of stocks, particularly in the 
case of 3X7 ft (Belgian) which sold at 
$12.60 per piece and $10 for forward 
delivery being affected by the antici- 
pated arrival of a large shipment, and 
3x6 ft which was offered at $8.78. 
Very keen competition was met from 
Japanese thin sheets: 3x7 ft sold at 
$12.50 and 3x6 ft at $10.50 per piece, 
having a good market as a result of 
low prices. Belgian thin sheets being 
higher priced did not get such good 
sales, 3x7 ft still stood at $13 and 
3x6 ft at $11 per piece; sellers claimed 
that a reduction would involve them 
in a loss. Zinc sheets fell to $124 for 
G5 and $121 for G6. Black iron for 
manufacturing enamelware was in- 
dented for at $42 and $43 per picul but 
fell to $38 and $39 on the indents, weak 
purchasing power having made the 
manufacturers lower the indent value, 
Wire nails, due to large replenishments 
of stock, fell in price: Hongkong %” 
fell to $96 per picul, 5%” to $95, %4” 
to $92; Belgian wire nails 1%” to 3” 
were offered at $48, Czech nails at $47, 
Polish at $45.50, Hongkong at $50, be- 
ing popular on account of Imperial 
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Preference. Japanese wire nails, how- 
ever, were almost more popular than 
Hongkong, being indented for at $46 
cif. Hongkong per drum; Japanese 
middle specifications later dropped to 
$47 and European origins to $52, while 
Hongkong were offered at $49; the 
Hongkong price works out higher than 
the Japanese, as the cost of materials 
for one picul of wire nails amounts tc 
about $40 and with overhead charges 
added is around $49 to $50, thus mak- 
ing it impossible to compete with the 
Japanese product. 

Tinplates (British) 2028’ sold at 
$106 for spot cargo and $105 ex- 
godown. Bookings were made at $50 
per picul c.i.. Hongkong, but the in- 
dent price had fallen still further to 
$45 and $46. Tin waste was in strong 
demand by Swatow buyers and prices 
rose notwithstanding the arrival of 
supplies, about 200 tons being expected 
shortly: US 10x10” rose from $94 to 
$96 per case of 200 lbs up, other quali- 
ties sold at $95. US copper sheets, due 
to the unfavourable exchange, found 
few purchasers; 30X72 1/16” rose to 
$245 per picul and 80x25 1/32” to 
$258. US 99.95% copper ingots sold at 
$198 per picul. Kwangsi copper ingots, 
with supplies almost Gnobtainable and 
no export possibilities, fell to $90 per 
picul. 


Cement. 

The retention by the Nationalist 
army in Shanghai of a large shipment 
of Japanese cement, combined with a 
reduction in local stocks caused prices 
to rise. Japanese 100 lb bags rose to 
$5.20 per bag, Indo-China red and 
black dragon 1 cwt bags were offered 
at $6 and 94 lb bags at $5.50 per bag, 

Formosan 1 cwt bags also improved 
to $5.80. British white cement “snow- 
erete” sold at the regular price of $55 
per drum of 375 lbs nett, Green Island 
“emeralcrete” stood at the official price 
of $8.30 per bag of 112 lbs., and Green 
Island grey cement at the official price 
of $7.30 per 1 cwt bag. As from May 
16, the ex-works prices of Green Island 
portland cement were reduced as foi- 
lows:—‘“emerald brand” ordinary port- 
land cement to $6.50 per 112 lb bay, 
and “emeralcrete” rapid hardening 
cement to $7.50 per 112 lb bag. 

The local cement company produced 
in January 3645 tons, in February 
4396, in March 4446 tons. The month- 
ly average in 1948 was 4435 tons. For- 
eign cement competition has caused 
two price reductions this year, the cur- 
rent price being $130 per ton (ordinary 
portland). Japanese imports have ar- 
rived in very big quantities, in Febru- 
ary a record was established with 
18,853 tons, while in March imports 
aggregated 12,670 tons. April imports 
are estimated at over 10,000 tons from 
Japan. The Japanese product sold in 
the local market between $90 to 94 per 
ton. 

Glass. 

The glass market was very active, 
with demands from Swatow, Foochow 
and Amoy, which places have for some 
time been basing their purchases on 
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Hongkong currency. Japanese glass 
the most popular on account of its low 
price; Belgian glass was out of the 
question as a result of the high un- 
official exchange rates. Japanese 109 
sq. ft. (thin) 16 oz. stood at $30 per 
case, 18 oz. rose to $30.50 meeting ready 
sales, with forward delivery at $$23 
for 100 sq. ft. and $56 for 200 sq. ft. 18 
oz; Belgian glass was offered at $52 
per case for 200 sq. ft. 18 oz.. but sales 
were not large, and at $112 for spot 
for 200 sq. ft. 24 oz.: French 100 sq. ft. 
16 oz. was offered at $31 per case and 
200 sq. ft. 18 oz. at $61; while Swiss 
200 sq. ft. 18 oz. was offered at $60, 
a drop from $63. a 
Paper. 

The paper market was. so badly 
affected by the expectation @f military 
operations extending to Central China, 
that indentors cabled to their suppliers 
asking them to hold up shipment for 
a further four months. The market 
was at present dependent upon North 
China and Korea for transactions, and 
these markets were too small to absorb 
the large arrivals of different kinds of 
paper. Over 3000 tons was expected 
to arrive shortly. Newsprint was in- 
dented at £39.10.0 per ton for 52 gr 31” 
(in roll), but was sold in Hongkong 
at 37.5 cents per lb, falling later to 
36 cents, with forward delivery at 35 
cents per lb., 43” in roll dropped from 
35 cents to 33 cents per lb. Woodfree 
57 to 65 Ibs quality fell from 70 cents 
to 69 cents a pound, whereas 80 to 85 
Ibs rose to 86 cents, and 100 to 105 lbs 
fell to 82 cents a drop of 1 cent per lb. 
Chemicals. 

Tha uncertain conditions in China 
were affecting importations of chemi- 
cals and the market accordingly de- 
clined, with lower prices than was 
anticipated. Caustic soda prices, al- 
though based on the US dollar rate 
and therefore due to rise, fell as a re- 
sult of plentiful stocks and the arrival 
of a new shipment of 1,000 drums. 
About 200 drums of 700 Ibs each USA 
origin (solid) were sold, prices ranging 
from $153 to $162 according to quan- 
tity. Dealers claim they are losing 
money at these prices, however with 
the high US dollar rate prices are not 
expected to fall further. Crescent 
brand 6 cwt drums sold at $187 per 
drum. Caustic soda flakes in 400 lb 
drums sold for 24 cents a lb. Muriate 
of Ammonia (I.C.I.) in 75 kg bags fell 
to $595 per ton and Belgian 1% cwt 
bags to $600 per ton. I.C.I. sulphate 
of ammonia (crescent)) had no sales. 
Sodium sulphide fell by an average of 
$10 per ton. Sodium nitrate had no 
market, the present price being $28 
per picul, whereas a few months ago 
it sold for $55 and importers accepted 
indent orders at $40 per picul. Am- 
menium chloride was more or less in- 
active, it is not only used for making 
dry cells but also as a substitute for 
fertilizer; the price for 1.5 cwt bags 
British origin is around $600 per long 
ton. Ample production of potassium 
bichromate and sodium bichromate in 
USA, India and Australia had caused 
prices to fall, and they are likely to 
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drop further if not supported by the 
open market US dollar exchange rate: 
potassium bichromate fell from $1.30 
per lb to $1.26 and sodium bichromate 
from $1 to 96 cent per lb. and even to 
90 cents per lb. for 400 lb fibre drums 
USA origin. The market for potassium 
chlorate has been active, with rising 
prices; Canton with approval of some 
import licences has been taking a con- 
siderable quantity: the Finnish product 
in 50 kg wooden cases sold at 62 cents 
per lb. Red amorphous phosphorus is 
now short of stock, as it is unprofitable 
to import from the US: the Canadian 
make, 110 lb case sold at $245 per case, 
‘but buyers await lower prices. Tnere 
was a demand from Tientsin buvers for 
USA glycerine “1260” and the price 
rose as a result of lower stocks and 
the high US dollar rate, notwithstand- 
ing lower prices in America: from $2.55 
per lb the CP quality rose to $2.65. 
Paraffin wax, being also affected by the 
US dollar rate, showed a rise, notwith- 
standing the decline in price in the US: 
the AMP 143/150 quality 9 slabs to a 
earton sold at $70 per picul, and 21 
slabs to a burlap bag as well as MP 
143 degrees F sold at $53 per picul. 
Zine oxide saw a fall in prices, wit 
large arrivals from Japan, to 59 cents 
and 58 cents per !b. for 50 kg. wooden 
barrels from Japan, without export 
permit, shipments with export permit 
being a few cents higher. Sulphur be- 
ing rather scarce, the price advanced 
to $27.50 per picul, a rise of about 25% 
compared with a month ago. Phenol 
would be profitable to ship from the 
USA except that with the export 
licence system still being applied 
to it in America it is difficult to ob- 
tain delivery when required in Hong- 
kong; stocks in Hongkong are there- 
fore continuing fall and the market 
is keeping firm, the 450 lb drum sell- 
ing at $1.07 per lb. Saccharine con- 
tinued to fluctuate, Monsanto soluble 
1 lb tin, old packing, selling at $12.50 
per tin. Continual arrivals of sheliac 
have been offset by strong demands 
for export, consequently the orice has 
remained steady, superfine quality 
being around $400 per picul. Large 
arrivals of Japanese mercury caused 
a fall in price to $510 per picul as 
compared with $560 at the end of 
the orevious week. Bright liquid 
gold double key brand in 1 oz bottles 
rose to $25 ver bottle as against the 
previous price of $22. Sodium hydro- 
suiphite met with a brisk market, 
but the price maintained its old level, 
ICI 1 cwt drums or 120 lb British 
make sold a fair quantity at $155 per 
picul. Many tons of zinc chloride 
were sold during the week at slightly 
higher prices, 5 cwt drums being sold 


at $1040 per long _ ton. Trans- 
actions in borax granular amounted 
to several hundred bags _ the price 


ranging from $17.50 to $18.50 ver bag 
for 100 lb paper bags of USA origin. 
Buying was active for sodium silicate 
and a fair quantity was purchased “or 


from $142 to $146 per drum for ICI 
340 kg drums; some fresh _ supplies 
had been received. Notwithstanding 


that sodium bicarbonate is used dur- 
ing the hot weather for making 
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‘aerated waters and therefore 
now be in considerable 
Price remained low, 100 Ib burlap 
bags selling at $21.50 per bag. Ex- 
tract of Mimosa elephant brand 1 cwt 


should 
demand, the 


bags showed a downward _ tendency, 
selling at $77 per bag. Ultramarine 
blue, with a small demand from 
Korea, sold at $165 per case for 
Gouble lion brand No, 74 100 catty 
‘packets per case. 


Ores. 


The market in ores continued quiet 
without export demands; a shipment 
of 65% wolfram gran. (Canton) ar- 
rived and was offered at a lower price 
of $300 per picul (previous price $305) 
‘but was not taken up. On the 
other hand, the USA was in the mar- 


ket for tin ingots. and prices rose; 
Singapore 99.75% fetched $530 per 
picul, 97% Pat-Po, Kwangsi, rose 
to $520; it was anticipated § that 


prices would rise higher with the un- 
certainty over future supplies. China 
tin for soldering also improved. 50% 
rose to $290 per picul and 40% to $235. 


Vegetable Oils, etc. 
At the opening of the market busi- 
ness in vegetable oils was brisk, as 


foreign importers feared a _ short- 
age of supply from China in view 
of the present uncertainty, expor- 
ters to Germany taking 500 tons: 
standard tungoil rose to $145 per 
picul, with export permit, but this 


Was considered too high and counter- 
offers were made of $142.50; later 
the price dropped to $140, and 
towards the end of the week a fur- 
ther fall took place to $133 with per- 
mit, but without sales resulting. 
Teaseed oil at first sola at $156 per 
picul for 400 drums and $154 for 50 
tons; later, with large orders from 
Europe, 200 tons being involved. prices 
again rose to $160 and $162, but few 
sales were effected, as the price was 
considered too high. On the other 
hand, sellers complained that they 
‘were unable to seli profitably, as the 
price in Canton had gone up to $122, 
which with overheads would work 
out at $160 on the Hongkong market. 
To meet the activity in this market, 


a quantity of 753 drums of _ tungoii 
and 1137 drums of teaseed oil had 
been despatched from Canton. Rape- 


‘seed oil continued dull, but a sale of 
100 drums was effected at $120 with- 
out export permit. USA buyers were 


looking for aniseed oil concentrate, 
but failed to agree on the purchase 
price, as sellers insisted upon $460 
‘per picul which was considered too 
high. 
Bristles. 

A shipment of 5 sets of No. 55 
bristles was received from Tientsin, 


and about 20 more sets was reported 
to be awaiting shipment, which arous- 


ed expectations of a suppoly of this 
commodity. The export orice was 
USS$4,200 per set, which worked out 


at US$6.90 per lb in Hongkong. A 
cargo of white and No. 17 long bristles 
was also received from Shanghai, 
these being considered to be up to 
the standard of Chungking bristles; 
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the white kind sold at US$3.50 and 
No. 17 at US$3.60. Stocks lying in 
Hongkong amount to about 10 sets 


of Tientsin bristles, 2,500 cases having 
been shipped in April to the USA; no 
shipments were made _ during last 
month to London. It was anticipated 
that shipment of from 4,000 to 5,000 
cases would be made to the US in 
May against large orders that had 
been received. The rise in American TT 
exchange rates sent up the market 
price of bristles: Tientsin No. 55 
(short) sold at $42 per Ib for 2 sets, 


while sales were effected in New 
York at $6.95. 
= * * = 


Korean Fruits for Hongkong 

The year 1948 was exceptionally 
good for production of most agricultural 
crops in southern Korea. Total fruit 
production (apples, pears, peaches, and 


cherries) is estimated at more than 
223,452,000 pounds, compared with 
160.554,400 pounds in 1947. Some in- 


sect damage occurred during 1948, but 
on the whole was of relatively little 
importance and was kept under control. 
_Actual and invisible exports of de- 
ciduous fruits in 1947 totaled 54,000 
41-pound boxes’ of apples and 5,000 33- 
pound boxes of pears. Of the apples, 
34,000 boxes were sold to the United 
States Forces in Korea, and 20,000 
boxes were exported to Hongkong. The 
5,000 boxes of pears were exported to 
Hongkong. In 1948, only 15,075 boxes 
of apples and 1,000 boxes of pears were 
exported to Hongkong. The marked 
decline was attributed to the absence of 
sales to the United States Army. 

Korean fruit is of superior quality. 
The apples are mostly of varieties well- 
known abroad. TheKorean pear is a 
large, hard-fleshed fruit of somewhat 
woody texture but juicy and of good 
flavour. Both products are well known 
throughout the Orient and would be in 
greater demand were it not for the 
general shortage of foreign exchange 
and their quasi-luxury character. China, 
for example, would offer an excellent 
market for virtually any export sur- 
plus of Korean fruit, were it not for 
the cessation of all trade between the 
two areas, 


Agar-Agar of Ceylon 

Ceylon Agar-Agar in its original 
form is a seaweed found around the 
shores of Ceylon and, at present, it is 
offered for sale in its raw, unrefined 
state. In its original form it is better 
known as a_ bacteriological culture 
medium. Its other uses in the world of 
medicine are, in laxative preparations, 
as a constituent of medicinal pills and 
capsules, in numerous pharmaceutical 
and cosmetic creams and jellies, as a 
dental impression mould and in wire- 
drawing lubricants. 

Chemically, Agar-Agar is the sul- 
phuric ester of a linear galactan consist- 
ing of a long chain of d-Galactose re- 
siaues attached to each other by a l, 
3-glycosidic linkage. This chain is ter- 
minated by one 1i-galactose residue 
which is attached to the rest of the 
chain through carbon atom 4, and is 
esterfied at carbon atom 6 with sul- 
phuric acid. There are probably as 
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many as 53 galactose units to each 
SO4H_ group. 

Ceylon Agar-Agar also contains a 
high percentage of Sodium Chloride and 
Pepton, which has been previously ex- 
tracted from the Chinese and other 
equivalents and substitutes in the pro- 
cess of refining. 

In its refined form, i.e. as a gelatine 
like product, it is extensively use for 
food, as a roughage, in the making of 
Jelly desserts, confectionery, icings, 
salad dressings and dairy products. It 
is also employed in canning meats, for 
which it is particularly well suited on 
account of its high melting point. 

Agar-Agar is prepared by boiling the 
natural weed (preferably after soaking 
in cold water) in water and subsequent- 
ly straining and purifying and drying 
the product. It is amorphous and 
translucent but insoluble in cold water, 
in which, however, it swells consider- 
ably, absorbing as much as 20 times its 
own weight. It readily desolves in 
boiling water. Although a 100% sea- 
weed solution solidifies at about 104° F, 
its gel does not melt until about 203° 
showing a striking case of hysteresis. 


VEGETABLE OIL PRODUCTION 


The importance of fats and oils. lies 
not only in their uses in the human diet 
but also in their expanding application 
in industries. Life and progress of a 
nation depend to no small extent on 
the supply of these products. There has 
always been some shortage in the sup- 
ply of oils in the world, particularly 
after war, as a result of many oil-pro- 
ducing tropical areas having suffered by 
acts of war. Production after the war 
is only 70% of prewar and it will take 
a few more years to revive fully oil 
production. Prewar production in the 
world was 21 million tons a year, 3/5ths 
from oil seed crops and 2/5ths animal 
fats and marine oils. World exports 
were about 5% to 6 million tons per 
annum of which over 4% million tons 
had been vegetable oils. 


Among the contributing factors 
affecting supply and demand of oils and 
fats after the war are the following: 
(1) Increased demand as a result of 
increased population, (2) discovery of 
new uses for many vegetable oils,: (3) 
decline in the production curve for 
areas affected by the war, particularly 
in Malaya, the Netherlands East Indies, 
the Philippines, China and Manchuria, 
which countriet used to provide no less 
than 40% of total world exports of 
vegetable oils and oilseeds, (4) food 
shortage in India which reduced export 


of oils and retention of oils in that 
country. 
In several recent issues of the 


Review reports on vegetable oils were 
published; a general outline in the No. 
12 issue and a report on tung oil in 
the No. 17 issue. 


Rapeseed Oil 


Rapeseed oil is obtained from rape- 
seeds that come from a number of 
species cf the Brassica family, which 
yleld oils having the same chemical and 
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physical characteristic. Its summer 
variety is generally called colza. The 
oil is chiefly utilised as a lubricant, 
but it is much used for edible purposes 
in the Eastern Asian countries, and it 
was also so used during war in some 
European countries as well. The seeds 
from which the commercial rapeseed 
oils are obtained are widely cultivated 
in Europe, India, China and Japan. The 
oil content ranges from 30 to 45%, the 


commercial extraction rate being 
usually 35%. 
The oil is obtained from the seed 


either by expression or by extraction 
with volatile solvents. While many 
Oriental countries use the former 
method, European mills use the latter. 
The press cake or extracted meal is 
free from mustard seed and can be 
used for feeding animal stock. 

As the kinds of seed and the methods 
of extraction vary, so does the crude 


oil vary in colour from yellow to 
yellowish-brown or green. It has a 
pungent odour and taste. The oil is 


refined usually by agitating it with 0.5 
to 1.5% of sulphuric acid. After this 
process has been going on for one hour, 
the mixture is allowed to rest until the 
charred impurities and acid  soiution 
have settled. When the wash water 
has been entirely separated, the oil is 
bright yellow. The oil is also purified 
by caustic soda which has the advan- 
tage of removing free fatty acids, in- 
stead of increasing them. 

Rapeseed is largely cultivated in 
China, India, and Japan, though some 
countries in Europe also praduce it. 
The total acreage oi land under rape- 
seed for all China in 1945 and 1946 
was 13,984,000 and 14,296,000 respec- 
tively. Estimates of production fcr all 
China in 1945 and 1946 were 3,400,000 
tons and 3,100,000 tons respectively. 


Soya Bean Oil 


Soya bean oil is obtained from the 
seed of numerous cultivated varieties 
of the legume max, a plant native to 
China, Korea and Manchuria, and it is 
a vital staple food of the Chinese. It 
is also cultivated in other Eastern 
Asian countries like Japan and Indo- 
nesia. Among the largest producers 
today are China and Manchuria. 


Cultivated soya beans are erect 
p:ants, about three feet high, with pods 
. borne in clusters of 3 to 5 and a range 
from 1.5 to 3.5 inches long. Most 
varieties have 2 or 3 seeds in a pod, 
tut tome have 3 or 4. The seeds vary 


both in their colour and in_ their 
size. They may be yellow. green, 
brown or black. The oil extracted 


can also be used for industrial pur- 
poses, but the main use of soya bean 
oil is for edible purposes. The oil 
contents are low, from 12 to 24% 
according to variety. The extraction 
rate depends on the processing method. 
and usually is from 15 to 18%. The 
quantity of oil in seed of the same 
variety is subject to marked variation. 
This may be the result of soil condi- 
tions and seasons, but more so of the 
Gifficulties of climate. In 12  pro- 
vinces in China, and totalling about 
75 million bushels, these soya bean 
cils are manufactured. 

Of the total world acreage of 28 
million, Japan was third after China 
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(12.5 million acres), and Manchuria 
(about 9 million). Let us examine the 
area under soya beans in the chief 
producing countries in the Far East: 
(unit: 1,000 acres). 

Other major Far Eastern producers 
are Korea & Indonesia. Except for 
the years 1940 to 1942, China main- 
tained a steady acreage of land for 
soya beans. 

World production of soya beans be- 
fore the war were 12 million tons 
of which China, 6 million, and 
Manchuria 4 million toms. While al- 
most all China’s production was for 
local consumption, the output of Man- 
churia was largely for export. There 
was considerable reduction in the 
cutput of China and Manchuria during 
the war years, but this was offset by 
increased production of the U.S.A. 

Trade in soya beans:— Exports: 
Before 1930 Manchuria exported one- 
half of her yield, during 1934 to 1938 
she provided 90% of the average 
world total of just over 2% milion 
tons; the remaining 10% came from 
Korea. During the war, Japan was 
the main exporting country for soya 
beans. In 1943, large exports came 
from Korea. Imports: Japan, Korea, 
Formosa, were the countries in the 
Far East that imported soya beans: 
1937 1940 
749 498 
ee Oh Re 110 
Mormosac cs. Us sees 43 33 

Trade in soya bean oil: In 1934-8, 
total export averaged 125,000 tons per 
annum, which figures were less than 
in earlier year; exports went chiefly 
to Denmark from Manchuria. China 
imported always from Manchuria. In 
1936, imports into China amounted to 
10,000 tons and in 1938 to over 20,000 
tons. 

Sesame Seed Oil 

Sesame seed, also known as gingelly 
and benniseed, is an important edible 
oil source and is an article of food. 
As most of the output is consumed 
in the areas of production, there has 
not beem much export. The oil con- 
tent of sesame seed is about 52% and 
the commercial average 45% 

The estimated world area of cul- 
tivation in prewar years was about 
11% million acres of which India 5 
million acres, China 3! million and 
Burma 1% million. 


The annual production of sesame 
seed before the war ranged from 
about 14% to 134 million tons. Asiatic 
countries accounted for from 90 to 
95% of the world total, China average 
being 55% and India about 30% 

Sesamum seed or sesame oil is used 
both as a food oil and in industry 
(especially in pharmaceutics). In 
prewar years world exports were some 
140,000 tons of which almost half were 
accounted for by China. India and 
Manchuria as sources of supply rank- 
ed next. Trade has always been res- 
tricted due to lack of demand in con- 
suming countries. Hongkong’s share 
i: the sesame oil trade was small 
(about 2% of total world trade before 
the war) but in recent vears more of 
this oil has been shipped through this 
port. Main buyers were the U.S. and 
Japan. Japan’s requirements were 
21 to 25,000 tons per average year. 
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Coconut Palm Products 


Of all the coconut palm _ products, 
Copra is by far the most important. 
Being the dried kernel of coconut, it 
is the chief commercial product, and 
has an oil content of approximately 
65%, with an average extraction rate 
(commercial) of 63%. Exports of copra 
and coconut oil during prewar years. 
were about one-fifth of all exports of 
oils and fats, and about one-fourth of 
all vegetable oils in the international 
markets. Coconut oil is used in Europe 
in the preparation of artificial butter 
or lard, as an adulterant of butter, and 
in making soap and candles. In the 
it is used for cooking, for 
soap-making, and medicinal purposes. 
Production 

Coconut palms grow chiefly in tre 
Pical areas, and a greater proportion of 
the nuts come from small native plan- 
tations. World production of coconuts 
in terms of copra is fram 3 to 4 million 
tons per annum, and the output of 
these plantations varies with the pre- 
vailing market prices and the needs of 
the owners. Indonesia and the Philip- 
pines are the most important producing 
areas followed by Malaya, so far as 
Far Eastern countries are concerned. 
These are also the most important ex- 
porters, and provide about 90 per cent. 
of the world trade. 

The Philippine output was affected 
by the Japanese occupation but as a 
large proportion of the palm area had 
not come into full bearing, complete re- 
vival was achieved soon after 1946 and 
the 1947 output was the highest re- 
corded so far 
Trade in Copra 

Export of copra in relation to the 
combined total of coconut products is 
70 per cent. The 1934-8 figures aver- 
aged 1,350,000 tons as against 1,870,000 
for the combined total for the same 
period. There was considerable in- 
crease in the export volume and the 
increase was no less than 30% over 
preceding years. 

Indonesia was the largest exporter 
before 1941, followed by the Philip- 
pines and Malaya. In the years 1934-8 
Indonesia accounted for 36%, and 
Malaya and the Philippines for 15% 
and 21% respectively of the total ex- 
ports. 


The Philippines quickly revived after 
the war her output for export which 
was 600 thousand tons at the end 1946. 
The Commonwealth has a 36% share 
in world export, as much as Indonesia. 
In 1947, exports totalled one million 
tons from Philippines and about 150,000 
tons from Indonesia. 

Of all countries in the Far East that 
import copra, Malaya is leading, follow- 
ed by Japan. Malaya maintained an 
average of over 120,000 tons before 
1941; though some revival was made 
after war, the figures fail short of the 
pre-war. Japan imports were small, 
in 1941 about 60,000 tons and in 1943, 
43,000 tons. 


Trade in Coconut Oil 

The Philippines head the list for the 
export of coconut oil. In the years be- 
fore the war these accounted for 45 te 
50 per cent. of the total quantities en- 
tering foreign trade. In the Far East, 
Malaya and Indonesia rank next which 
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Trade in Gallnuts 


(Special to the Far Eastern Economic Review) 


Gallnuts or Nutgalls are excrescences 
on plants by the punctures of gall in- 
sects for the purpose of depositing 
their eggs. It is the female insect that 
injects within the tissues of the plants 
a kind of irritant fluid secretion, and 
than leaves the iarvae to develop. While 
the larva is hatched and undergoes its 
various transformations, the gall forms 
around it. Finally, in five or six months’ 
time, the larva becomes a winged in- 
sect and bores for itself an exit hole, 
The best commercial galls are those 
gathered while the insect is still in 
the larval] state, 

Gallnuts are found on Oak trees, 
the bark of which is itself one of the 
most highly esteemed tanning materials. 
So the high percentage of tannie acid 
contained in the galls may not solely 
be due to the secretion of the gall in- 
sects. As various species of oak grow 
in many countries, gallnuts are, there- 
fore. found in many places, especially 
in Persia, Asia Minor, Greence, Italy 
France, India, Korea, Japan and China. 
However, the Chinese gallnuts are said 
to furnish the finest tanning material 
in the world, containing as high as 
60 to 70 per cent of tannic acid. 

“In China, there are two chief varieties 
as distinguished by their Chinese names: 


(a) The Wu-pei-tzu, which is pro- 
duced on the Rhus javanica. 
.(b) The Chi-pei-tzv, which is pro- 


duced on the Rhus potaninli, 
The first variety refers to the “Usual 
Shaped” galls, which differ consider- 
ably in shapes—pointed or tapering at 
either end, or triangular, irregular, 
contorted, and tuberculated. The second 
variety refers to the rounded or ovate, 
and is known as the “Plum Shaped.” 
The galls are in the form of hard, 
brittle, light, hollow, hornlike bodies; 
greyish, yellowish, or brown in colour, 
with a somewhat velvety surface and 
a smooth inner surface. In general, 
the plum shaped galls have a thicker 
shel] and may contain as high as 80% 
of tannic acid; they are, therefore, 
superior in quality and sold at higher 
prices than the Usual Shaper ones. 


together provided a further 20%. Eong- 
kong also exported, but the quantities 
were small, 

Export of coconut oil in 1947 was 
over 100,000 tons, more than 50% be- 
ing consigned to the United Kingdom. 
Shipments from Malaya were 43,000 
tons and about the same quantity was 
exported from Ceylon. Supplies from 
the Philippines were 23,000 tons. 

The United States is by far the big- 
gest importer of coconut oil, taking in 
some years nearly 50% of the world 
exports; almost the whole of the supply 
is from the Phiippines. India and the 
United Kingdom come next. The main 
bulk of British and Indian imports 
comes from Malaya and Ceylon. 

Of Far Eastern countries, Indonesia, 
Japan and China were among the im- 
porters, but the amounts imported were 
smalt, 


Gallnuts are found in many parts of 
China, but the principal fields of pro- 
duction are Hunan, Hupeh, Szechuan, 
Kweichow - Szechuan border, and 
Kwangsi. Those produced in Central 
China are exported from Shanghai, 
while those produced in South China 
are chiefly exported through Hongkong. 

The galls are collected from the trees 
as soon as their green colour begins to 
change to yellowish. When they are 
brought to the market, a large per- 
centage of little bits of stalks or bark 
is attached. The foreion matters are 
then picked out by hand, and the gall- 
nuts are then passed over screens jn 
order to separate the dirt, sand, etc. 
But the dust contained in the galls, 
being either the remains of the insect 
in various stages of development or the 
partly-eaten fragments of the galls, 
are not to be considered as impurities, 
though they contain less tannic than 
the gallnut shells. Nowadays, the 
galls are no longer sold after being 
sorted into the Plum Shaped and Usual 
Shaped. These two kinds are mixed 
up and sold as the Usual Shaped, 
Fair Average Quality. Formerly, they 
were packed in wooden boxes, holding 
224 to 260 lbs. nett each. At present, 
they are generally packed in bags of 
cwt, nett each, 

The United States and Great Britain 
are the two largest buyers of Chinese 
Gallnuts. But before World War I, 
Germany bought a large proportion 
of China’s exports. During the second 
half of 1948, Japan placed an order 
for 900 tons of this article from Hong- 
kong and China, causing qa sudden but 
steady advance of the price in the local 
market. 

As mentioned above, the gallnut is 
a brittle and hollow shell and is bound 
to break to a certain degree when press- 


gallnuts or has been added intentional- 
ly, but it is usuaily immaterial whether 
the nuts are broken or not so long as 
only gallnuts, without adulteration, are. 
packed. As a matter of fact, it would 
be most feasible if the nuts are sold 
in powder form or at least in broken 
pieces so as to minimize freight and 
‘shipping expenses, thus reducing the 
cost price. This, however, depends 
very much on the honesty and _ re- 
liability of the shippers. 

Perhaps the buyers’ interest could be 
well protected if shippers would agree 
to selling the goods in broken or powder- 
ed form guaranteeing the percentage of 
tannic acid contained therein. Unfor- 
tunately, the present practice only bases 
on the term of “Usual Shaped, F.A.Q.” 
without any guaranteed percentage of 
tannic acid. 


What Gallnuts are used for 

The chief uses of gallnuts are for 
making Tannic Acid, Gallic Acid and 
pyrogallic acid. Good galls contain up 
to 7U per cent of tannic acid and 3 per 
cent gallic acid, d 

Tannic acid is mostly obtained by 
soaking powered gallnuts in water, 
alcohol, and either, and then evaporating 
the solution. It possesses a very slight 
but characteristic odour and a strongly 
astringent taste. It is used in making 
ink, im tanning leather, and in weighting 
silk, ete. 

Gallic acid is a product closely re- 
lated to tannic acid. It is used in medi- 
cine as an astringent, in the manufac- 
ture of ink, in dyeing, and in the oro- 
duction of pyrogallic acid, a substance 
which is much used in ‘»hotography. 
As an astringent, it does aot coagulate 
albumen, and is therefore xeadily ab- 
sorbed into the blood. In this way it is 
efficacious in Bright’s Disease. 

The Chinese consider gallnuts to 
possess very good medicinal properties, 


ed tight in the course of packing. Some and use them as an astringent ®expec- 
foreign buyers object to accept broken torant, and corrective, frequently pre- 
wuts, because it is difficult to see at scribing them for chancres, swellings 
once whether the dust is from the and wounds. 
Average Analyses of Galls 
Total 5 cms 
Date Tan Non-tans In sol Solid Red Yellow 
Solids degrees degrees 

29-10-47 61.6 12.4 1.0 75.0 2.0 5.6 

25- 9-47 63.0 14.0 3.0 80.0 2.4 6.8 

12- 8-47 61.0 14.0 3.1 78,1 4.3 9.7 

5- 9-45 64.0 12.0 3.0 79.0 1.4 4.8 

31-12-46 62.4 12.8 1,4 76.6 17, 6.0 

Ae 13.0 2.3 77.7 2.3 6.5 

Average 

20- 7-39 62.4 10.8 16 76.6 0.7 2.6 

22-12-38 63.6 8.4 4.0 76.0 0.6 i) 

29- 6-38 63.2 12.4 2.0 77.6 1.5 3.4 

10- 2-38 62.9 10.4 1:3 74.6 163 3.2 

16- 8-37 63.3 10.0 2.0 ToS bes} 3.1 

ee) ax 63.4 10.4 2.2 76.0 1d 2.8 

Average 


628 


Warning to Exporters 


In. Hongkong, both Chinese and 
Korean gallnuts are found in _ the 
market. The latter, being inferior in 
quality and cheaper in price, can be 
easily distinguished from the former by 
its much thinner and more brittle 
shells, Shrewd local deaiers sometimes 
mix a certain amount of Korean gallnuts 
with the Chinese ones and sell them as 
Chinese produce. 

Complaints from European consumers 
have been received by Hongkong ex- 
porters of the increasing deterioration 
in quality that has taken place in 
Chinese Gallnuts since 1938 1939. During 
the war years the consumers abroad 
had to be satisfied on occasion to work 
with inferior galls in view of the diffi- 
culty of maintaining supplies, However, 
in the face of severe competition in the 
markets after World War II, it has be- 
come necessary for consumers to pro- 
duce chemicals and other articles, 
which require tannic acid or gallic acid 
in the course of manufacturing, of good 
quality similar to those which they 
amarketed during prewar days. 

On page 627 will be found the 
average analyses of galls received by 
European consumers in 1937/8/9 as 
against shipments received in 1945/47. 


It is readily seen that the colour* of 
the post-war shipments is more than 
double that of pre-war and that the non- 
tans present have increased by 25%. 
These two figures are of great im- 
portance to consumers and make it im- 
possible for them to produce the quali- 


ties of Tannic Acid they oreviously 
manufactured. 

Shippers are reminded that they 
should take up the matter with sup- 


pliers, who have to prepare and select 
the goods prior to actual business, and 
shippers should see to their cargo being 
up to satisfactory standard. 


In 1910, the total quantity exported 
from China amounted to 65,890 piculs, 
whereas the figures for 1919 showed only 
34,555 piculs, a tremendous decrease 
from 1910, and a considerable decrease 
on the total of 1918, which was 45,349 
piculs. 


In the year 1948, exports from Hong- 
kong amounted to 31,540 piculs, During 
the first quarter of 1949, the foreign 
markets were rather dull, with buyers 


always expecting lower prices than 
those prevailing in the Hongkong 
market, 

Generally speaking, the export of 
Chinese galls since cessation of World 


War II has not recovered from the de- 
pression. Perhaps the only way to pro- 
mote the trade is to improve the quality 
of export cargoes, 

*NOTE: New gallnuts are of a lighter colour 
than old ones, and they will naturally 
give a lighter colour of tannie acid, 
which can be used for the dyeing of 
delicate shades. It is, however, not 
always possible to get only light col- 
oured nuts, 
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Hongkong Industrial Report 


Factory Registration 

Applications for factory and work- 
shop registrations received by the 
Labour Office during April amounted 
to 32, ie, 10 in Hongkong and 22 in 
Kowloon; 22 applications and registra- 
tion certificates were cancelled (in- 
cluding 1 application which was refus- 
ed), 2 in Hongkong and 20 in Kowloon; 
and 12 registration certificates were 
issued, or 3 in Hongkong and 9 in Kow- 
loon, 

The applications covered: 9 printing 
works (6 in Hongkong, 3 in Kowloon), 
2 electric bulb factories in Kowloon, 2 
engineering works (1 each in Hong- 
kong and Kowloon), 1 each in Hong- 
kong for a bakery, laundry, medicines, 
and 1 each in Kowloon for hosiery, saw 
mill, cotton mill, knitting, weaving 
(cotton), dyeing, quarry, glass, electrc 
plating, metal wares, enamel wares, 
radio parts, manganese, ginger, ice 
cream, camphor 

From January to the end of April 
1949 the number of applications re- 
ceived totalled 155 (Hongkong 69, 
Kowloon 86), cancellations amounted to 
69 (14 and 55), and certificates issued 
to 70 (16 and 54). 

Factories and workshops registered 
from January 1948 to ithe end of April 
1949 now amount to 1,239, or 317 in 
Hongkong and 922 in Kowloon. 


Industrial Accidents 


During April, 78 accidents took place 
in factories and workshops in the Co- 
lony, of these 49 (1 being fatal) occur- 
red in establishments that were regis- 
tered and recorded. The accidents 
were from machinery (17 cases), burns 
(16), falls (15), falling objects (10), 
scalds (2), explosions (1) and other 
cases (15, 1 fatal). 


Rubber Manufactures 


Rubber factories have had a spate of 
activity meeting orders from Great 
Britain, and full time work is the rule. 
The order for 24% million pairs of rub- 
ber shoes ordered at the end of 1946 
which were held up pending a solution 
of the question of Imperial Preference, 
has been practically completed, April 
being the latest date for meeting the 
summer demand. A certain amount of 
leniency was shown by the British 
Government in allowing the cargo to 
go forward before the question of Im- 
perial Preference was settled, For 
winter requirements, orders for 
around 640,000 pairs of rubber boots 
(valued at £320,000) have been re- 
ceived, and it is hoped similar leniency 
will be shown in regard to these. Fol- 
lowing the display at the B.LF., no 
doubt further orders will be received. 
The same difficulty in meeting the re- 
quirements of Imperial Preference is 
encountered in regard to the West 
Indies, to which market considerably 
larger quantities of rubber wares could 
be sent if this stumbling block did not 
exist. Large shipments of rubber 
shoes have been sent to the Philip- 


‘time filling orders 


pines, both in the regular way and also 
by smuggling. Rubber sheets in con- 
siderable quantities have been des- 
patched to Mediterranean countries to 
be used in the manufacture of shoes. 
There are 49 factories in Hongkong 
making rubber wares, which employ 
4,371 workers. 


Enamelware 

In spite of. competition from Japan- 
ese manufacturers, Hongkong makers 
of enamelware have been working full 
from Singapore. 
Siam, the Philippines, Africa and India. 
Factories for making enamelware num- 
ber only four, but these employ a total 
of 1,134 men and women. 


Wire Nails 


Local wire nail manufacturers are 
meeting with fierce competition from 
Japan, the cheaper prices quoted mak- 
ing them more popular than the Hong- 
kong make. Manufacturing costs in 
Hongkong amount to $40 for a picul of 
wire nails and the addition of overhead 
charges brings the cost up to about $49 
for 1%” to 3” sizes at which price 
they are sold on the local market. 
Japanese wire nails, on the other hand 
are offered at $47 per picul c.if. Hong- 
kong for the same sizes. 

At one time Hongkong wire nails 
were shipped to Manila and Siam in 
large quantities, but now direct ship- 
ments were being made to these coun- 
tries from Japan. The USA was also 
sending considerable shipments t9 
Manila, which means the _ practical 
closing of this market to the Hongkong 
product. If it were not that local 
manufacturers are able to claim the 
benefit of Imperial Preference in ex- 
porting to countries within the British 
Commonwealth, the industry would 
find it hard to carry on. 


PLASTICS INDUSTRY IN 

HONGKONG 

The plastics goods industry is in its 
infancy in Hongkong. However. the 
industry is expanding and_ there 
should be better sales in future and 
more factories establishing themselves 
here as demand for these products in- 
creases, 

There are two types of plastics: 

1. Thermo-setting Group. Plastics 
being made from phenol and urea 
formaldehyde by compression process 
which reauires the products to be heat 
cured after having been moulded. This 
process is carried out by _ several 
small firms which manufacture elec- 
tric fittings and ash trays and often 
articles which are usually referred to 
in the trade as bakelite. 

2. Thermo-Plastic Group. Plastics 
manufactured under this process are 
new to this Colony and at present 
there are only two firms in this line:— 
China Plastics Co. in Kowloon, and 
Kader Industrial Co, Ltd. at North 
Point. The process used under this 
Group is described as the Injection 
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Moulding, by which various types of 
synthetic resin crystals are de- 
livered in a machine in which the 
crystals are subjected to high tempera- 
ture and injected in liquid form into 
heavy steel moulds. This method is 
used for any type of articles like hair 


combs, dishes, tooth brush handles, 
nail brush handles, picture frames, 
tumblers, basins, spoons, etc. 

All plastics are capable of being 
moulded under heat and _ pressure. 
When Thermo-Plastic materials are 
thus moulded they do not change 


chemically, and may be reheated and 
reformed. This means that scrap can 
be used and consequently waste may 
be eliminated. Thermo-setting plastics, 
when once shaped by heat and pres- 
sure, cannot be changed; they remain 
hard, and can only be worked by cut- 
ing or grinding. 

The Thermo-setting Group consists 
of Phenolic resins, cast phenolic, Urea 
resins. 

The Thermo-Plastic Group consists 
of Cellulose nitrate, Cellulose acetate, 
Acrylic resins, Polystyrene. 

The Protein Plastic Group consists 
of Casein products. 


In the Thermo-setting group_ are 
found the following materials:— 
Phenolic Resins: They show re- 


sistance to shock, heat, acid, and al- 
kali, and are free flowing for extrusion 
er transfer moulding. 

They are easily coloured and fabri- 
cated. 

Ureze Resins: They are translucent 
and have a large colour range; being 


splinter-proof, light in weight and 
rigid. ; 
The Thermo-Plastic Group includes 


the following materials:— 

Cellulose Nitrate: This material is 
tough but easy to fabricate, and easy 
to cement and to colour. It resists the 
action of water and _ is transparent. 
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Cellulose Acetate: Tough, light, al- 
kali-resisting, odourless, easily fabri- 
cated and coloured. 

Acrylic Resins: Their properties in- 
clude rigidity and lightness, resistance 


to water and weather and absorption 
of colour. They have exceptional 
transparency, 

Polystyrene: Giving a great range 


of colours, either transparent or 
ovaque, possessing a high index of re- 
fraction. It transmits light, and re- 
sists chemical actions. 

The Protein-plastic Group (based on 
Casein) is distinguished by products 
which are non-inflammable, easy to 
colour, polish and fabricate. 


Aspects and Prospects of Plastics. 


1. Plastics are not substitutes but 
are materials in their own right. 2. 
Plastics do not provide the appro- 
priate answer to every problem of 
industrial design and_ production, 3. 
Their properties and variety’ bring 
new oppcrtunities to designers. 4. The 
limitless control which the designer 
can exercise over them is a severe test 
of his imaginative powers. 5. The need 
for design research work is imperative. 
6. Such research work should be con- 
ducted by technical specialists in pro- 
duction, by chemists, sales executives 
and industrial designers, working as a 
team. 7, Such research work must be 
directed by specific terms of reference. 
8. Industrial design, to be effective, 
must be regarded as a normal business 
operation. 9, Industrial designers must 
be regarded as technicians. 10. A new 
public, attuned to change and recep- 
tive to new ideas, is growing up and 
establishing itself im the post-war 
world, 11. People everywhere are ex- 
pecting, and are being encouraged to 
expect, more variety in plastic goods. 

Piastics are divided as described 
above into three main groups: Thermo- 


setting, Thermo-plastic, and Protein- 
plastics. Each of these groups contains: 
a number of different plastics, with its: 
own particular properties, advantages 
and special uses, Each plastic within. 
the separate groups differs within it- 
self so that by a change in the pro- 
cess of manufacture it can be trans-. 
parent, translucent or opaque, hard 
and rigid or tough and resilient. -While 
the different membeis of the groups’ 
are dissimilar and are made from a 
wide variety of organic and chemical 
materials, they are linked to their own 
group by one common factor. In the: 
thermo-setting group this tfactor is, 
that the plastic, after being formed by 
heat and pressure, remains hard and 
unchangeable. Any alteration to the 
form cf an object fabricated in a 
thermo-setting plastic can be accom- 
plished only by machining, sawing, 
cutting, drilling, and so forth. The 
commen factor in the thermo-plastic 
group is that at varying temperatures, 
softening takes piace in the plastic, 
without a chemical change. Thus, plas- 
tics in this group can be reformed if 
desired; all scrap material can be re- 
ground and used again, and the plas-~ 
tics can also be easily manipulated 
after heat-softening, by bending and 
twisting. The common factor of pre- 
tein plastics is, as their name implies, 


that their chief ingredient is of a 
protein nature. 
Factories in Hongkong 

There are tour factories in Hong- 
kong for the manufacture of plastic 
articles and of these, only two are 
large cnough to deserve mention in 
regard to operating or producing, 
namely the Kader Industrial Com- 
pany and the China Plastics Co. 

The Kader Industrial Co., Ltd. 


was started a year ago, by Chinese 
industrialists trom Shanghai. The pre- 
sent capital is authorised at HK$ 5 
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million. Jt was only at the beginning 
of this year that it began to produce, 
and has not yet reached full produc- 
tion. Expansion will take place in the 
near future. 

The factory possesses several 8-0z. 
injection moulding machines and a 
few smaller ones of 2-07. and 1l-oz. 
for experimental purposes, and _ for 
making special articles. One of the 
main difficulties in this business is 
the procurement of the necessary 
moulds which must be imported. but 
now this company is preparing to 
manufacture its own moulds. 

The daily production of this com- 
pany of combs is at the rate of 6 
combs per 40 seconds. Working 9 hours 
daily the output is 5,000 combs per 
day. Output of soap boxes is 1,000 or 
more per day. 

The factory has a three storey build- 
ing, with 3 pent houses, and an ice- 
making plant with a cold storage. 

The China Plastics Company 
operates with 24 workers, having a 
paid-up capital of HK$500,000. It is a 
new factory, organised in 1947-8. Pro- 
duction started in May 1948. The 
raw materials for production are 
imported from U.S.A. and the United 
Kingdom. Articles produced include:— 
poker chips (1%%”, 1” and 34”); dishes 
(3”, 4”, 6”, and 8”), coat hangers, cloth 
pins, gargle jugs, chop sticks. There 
will be more items produced in the 
Mear tuture. 

The .consumption is 50% local, 
and 50% for export as _ planned 
for 1949. The production schedule 
is however’ elastic depending on 
demand overseas. Last year about 
80% of production was shipped abroad. 
For the current year it appears 
doubtful whether half the output can 
be disposed of in neighbouring coun- 
tries. The competition of better foreign 
plastics proves a major obstacle to ex- 
pansion of sales. On the other hand 
demand for cheaply produced articles 
is big enough to keep the local plastics 


goods industry going -but the area 
which would absorb the biggest 
quantity, China, is at present im- 


poverished and exports to South China 


are on the decline as a result of a 
slump in the people’s’ purchasing 
power. 


The company is 
moulds in addition to the currently 
used 16 oz., 4 oz. and % oz, moulds. 
This fact proves that in spite of pre- 
sent limitation of exports and the 
smail iocal consumption the manage- 
ment views the future with optimism, 
visualising, with good justification, that 
an improvement in the _ purchasing 
power of China is a matter of a year 
or two and that then big shipments of 
common type of plastics should be 
possible, For the present it would 
seem imperative to develop the nearby 
markets with more energy than has 
been the case so far. As the two local 
plastic factories have only started a 
short dime ago, the problem of sales 
has not yet been fully tackled but 
there is no reason why regular offtake 


importing more 
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of locally produced plastics should not 
proceed to the satisfaction of the 
owners. Wherever Hongkong made 
enamel ware and metal goods are 
shipped there can ,also be created a 
market for plastics; this applies 
especially to British Africa, Near Eas- 
tern countries and principal ports in 
the Far East. 


* > * * 


THE PAINT AND LACQUER 
INDUSTRY IN HONGKONG 


Paint consists essentially of two 
parts, the ‘vehicle’ or “medium”, and 
the “pigment”; in oil paints, there is 
alsc a third substance “drier”. When 
a vehicle is perfect, it is colourless and 
should auickly fuse with the pigment 
without having any chemical action on 
it. Linseed oil is the vehicle most 
widely used. The oil and the pigment 
are, mostly, ground together. The 
durability of the paint depends on 
hew chemically stable are the mix- 
fure of pigments and vehicles used. 

Hongkong’s paint and lacquer in- 
dustry is expanding and new buildings 
are being erected. Current output has 
slightly surpassed the production 
peak of the period May 1947-April 
1948. There are five main paint and 
lacquer manufacturing establishments 
in Hongkong, whose aggregate capital 
outlay in raw materials and finished 
products amount to nearly $5 million. 
Employing over 400 workers, these 
five manufacturing concerns are pro- 
ducing almost to capacity and as many 
factories are now being extended and 
new machinery is _ shipped here, it 
will not be long before further output 
Increases are recorded. 

While it is true that foreign com- 

petition is not felt, it must be emphasiz- 
ed that domestic competition is keen. 
Among the main reasons for the highly 
competitive production are the follow- 
ing: 
(1), “Members within the trade are 
enemies” is a common saying in Hong- 
kong and China today as it had been in 
the past. The existence of a manu- 
fecturers’ union appears justified chief- 
ly for fixing prices. (2) Although 
there is much room for improvement 
end expansion, the expansion with ad- 
ditions of machinery and _ buildings 
would indicate the attainment of 
supremacy of one factory over the 
others, and this in turn leads tc a new 
cycle of competition among the fac- 
tories themselves. 

The production of local paints is to 
50% or over for local consumption, the 
rest for export. The export business 
flourishes, especially to Malaya, Indo- 
nesia, Philippines, India, Africa, where 
a great demand for paint from Hong- 
kong continues. The reason is that 
local paints are made to resist effects 
of a hot climate, having high viscosity, 
and thus meeting tropical requirements. 
Local paints have proved more suitable 
for these tropical markets than Ameri- 
can and British paints. As recent 
supplies of raw materials are easier 
than last year, the position of the paint 
and lacquer industry is consequently 
more certain. 
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The buildings of the National Paint 
and Lacquer Co. ere currently being 
expanded. The Duro Paint Manufac- 
turing Company is also erecting new 
buildings and is now cooperating with 
the Orent Paint, Colour and Varnish 
Co. Ltd. At present, the National 
Paint and Lacquer Co. is the largest 
factory in the Colony. The profit mar- 
gins, for nearly all prewar years and 
now also in 1947 and in 1948, have been 
nearly the same, about 10% or slightly 


over this figure. Overheads dropped 
recently, and consequently selling 
prices. 


. The Hongkong Paint Manufacturers’ 
Union consists of four members. These 
are the National Paint & Lacquer, the 
China Paint Manufacturing Co., the 
Island Paint Co., and the Duro Paint 
Manufacturing Co. The aim of the 
Union is to set uniform prices for the 
sale of paint and lacquer, which have 
in the main been adhered to, though 
in sorne instances, on account of close 
competition, they were somewhat dif- 
ferent. 


Apart from the usual products of 
local paint factories (see Vol. IV, No. 
21, page 511) a new paint has come 
into being. It is the Stipvle Paint, 
which is a hard paint and ‘asts long. 
New to the Far East, this paint is used 
for the paihting of houses. It is an oil 
base paint and like any other wall 
paint it dries fast; it is applied in 
various colours used for interior de- 
coration. (Price: $36.- a gallon). 


It might be useful to explain a few 
terms. Varnishes are made from resin 
and oil; Enamels are of various types: 
lacquer; synthetic; and quick-drying. 
The last is made from varnish as a 
vehicle (carrying pigment). Lacquer is 
made from resin and nitrocellulose cot- 
ton and plasticiser (for flexibility), with 
some solvents, used for spraying au- 
tomobiles, furniture etc. 


The National Paint & Lacquer fac- 
tory pioneered the trade here. Its 
factory building measures 80,000 sq. ft. 
Founded in 1932 by Messrs A. J. Ben 
and Wong Ying In, it has turned out 
in recent years about half of the Col- 
ony’s paint, and doubled its prewar 
production. Capacity of the plant is 
30 tons of paint per day, present out- 
put about 16 tons. The Duro Paint 
Manufacturing Co. was established by 
Mr. Leung in 1939. The Island Paint 
Co. and the China Paint Manufacturing 
Co. (1946) are the other modern pro- 
ducers of paints, varnishes and lacquer 
in ths Colony. 


An important aid in the promotion 
of the local paint industry is the easy 
and relatively cheap supply of tung 
oil. The progressiveness which dis- 
tinguishes the local manufacturers of 
paint has been fostered by the strong 
spirit of competition among the pro- 
ducers; while it has curtailed profits 
the necessity to keeo abreast of the 
times has caused ever higher quality 
production and thus elevated the in- 
dustry to par with the leading paint 
makers in the industrial countries of 
the west. 
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The Industrial Position of Shanghai 


_There are in Shanghai 
kinds of industrial enterprises, with 
2 total of 12,570 factories of various 
‘sizes, employing an aggregate labour 
force of 450.588 workers. Some of the 
reported plants do not operate. 
Workers actively employed may have 
been exaggerated. It may be assum- 
ed that there are 10.000 factories in 
Shanghai employing among them 400,- 
000 workers. From 50 to 60 per cent 
of China's light industries are  con- 
centrated in Shanghai. 

Of the major industries in Shanghai, 
the cotton textile plants possess 2,300,- 
00 spindles, about half the national 
total (excluding Manchuria), 57,373 
looms, about 60 per cent of the 
national total. The Shanghai woollen 
industry has 120,000 spindles, about 
80 per cent of the national total of 
151.000. The silk reeling and_ silk 
weaving industries of the country are 
also concentrated in the triangular 
area made up of Shanghai, Hangchow 
and Wusih. 

The parent machines of the machine- 
ry manufacturing and other indus- 
tries of Shanghai total 15,000, which 
is 50 per cent of the national total 
including those im Manchuria and 
those owned by the Government Ar- 
senal. The chemical industry in 
Shanghai accounts for from 50 to 80 
per cent of operations in the country 
(excluding Manchuria). 

The Cigarette factories in Shanghai 
possess 1,087 machimes, which are 
about 80 per cent of the national total. 
The flour industry of Shanghai pro- 
cuces nearly 40 per cent of the 
national output. Other industries, 
like rubber, pharmaceutical products, 
aluminium, and enamel ware are also 
concentrated in Shanghai. 

Approximate production figures for 
the principal industries: 

1. Cotton Yarn—85,000 bales by 
private mills, and 20,000 bales by the 
China Textile Industries, Inc., making 
a monthly total of more than 100,000 
bales. 

2. Cotton Piece Goods — about 
2,000,000 bolts monthly. 
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3. Other cotton products—about 
500,000 dozen towels, 150,000 bed- 
sheets, 600,000 bolts of canvas cloth, 
3,000,000 dozen pairs of socks, and 
200,000 dozen pieces of underwear. 

4. Flour Industry — 108,300 bags 
daily (59 lbs. net to a bag). 

5. Cigarettes — average of 120,000 
cases monthly (50,000 cigarettes to a 
case). 

6. Iron and Steel industries—8,460 
tons of steel ingots and _ other steei 
items of large size, and 18,950 tons of 
steel items, monthly. 

7. Machinery industry—8,500 tons of 


various kinds of machinery monthly. 

8. Electrical industry — quarterly 
production averages motors for 39,123 
horse power, generating equipment 
for 3,249 KVA, 285 hand _ propelled 
generators, transformers for 65,610 
KVA, 19,500. electric fans, and 6,000,- 
000 bulbs. 


9. Bicycles — quarterly production 
of 10,000 bicycles, and 50,000 sets of 
spare parts. 

10. Rubber industry—monthly pro- 
duction of 6,000 sets of motor tyres 
and tubes, 5,000,000 pairs of shoes, 
80,000 inner tubes _ for bicycles, 
pedicabs, and rickshaws, and 50,000 
tyres for same, also quantities of belt- 
ing, wiring, and tubing. 

11. Paper industry — quarterly pro- 
duction of 11,911 tons of thin paper, 


6,894 tons of cardboard, and 6,309 
tons of coarse paper. 
12. Match Industry—monthly pro- 


duction of 20,000 cases. 

13. Woollen industry—monthly pro- 
duction of 570,000 yards of woollen 
piece goods, and 460,000 lbs. af knitt- 


ing wool, 

14. Enamel and vacuum bottles--- 
quarterly production of 2,000,000 
pieces of various enamel ware, and 
2,500,000 vacuum bottles. 

Fuel and Power 
The industries of the Shanghai- 


Nanking area require monthly 200,000 
tons of bituminous coal and 115,000 
tons of fuel oil. In the past, Shang- 
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hai depended for its 
mostly on Kailan in North China, 
while smaller quantities also came 
from Huainan, East China and Tai- 
wan. At the present moment, Taiwan 
supplies all the coal for Shanghai. 
Oil is imported with exchange fur- 
nished by the Central Bank. At least 
US$3,000,000 are currently being dis- 
bursed for oil imports monthly. The 
increased comsumption of oil by the 
various industries has been due to in- 
sufficient coal supplies after the war. 

In 1947, all the power plants in 
Shanghai generated a total of 1,002,- 
892,692 KWH of electric power, of 
which industrial consumption account- 
ed for 682,652,000 KWH, about 68 per 
cent. 

The distribution of power consump- 
tion among the different industries in 
1247 was approximately as follows:— 


coal supplies 


Cotton Mills “Nate mcd ae 50.5% 
Cotton Weaving Works ...... 8.5 
Paper Milisr®, Sisson ten ares 4.6 
Wipegr—WVilis® ee otek. terrae eee ee 
Rubber* Factories. fo. 0..s3 . 6s 2.9 
Maehinery Works, 3 5.2 2.3 
Refrigerating Works .......... 1.9 
Woollen Mills. 4a3\.08h. eae 1.1 
Silks Pilaturessii.. wietaaeees 0.9 
OPUS Mills Cees asic ce seen ode 0.7 
Other's, 5ckn. Phase. see oe 23.4 
Because the other power stations 
are not in a position to cope with 
the demands from their respective 


districts, the Shanghai 
pany has now become the most im- 
portant power generating organiza- 
tion in the city. By April, 1948, indus- 
trial consumption of power already 
returned to the pre-war level, but 
since that month, consumption drop- 
ped because of the general depression. 

During 1947, Shanghai’s various 
power stations used 332,000 tons of 
coal and 31,400 tans of fuel oil. If 
only coal is used, a monthly | supply 
of 90,000 tons at least is required. 


Power Com- 


Raw Materials 

As the textile industry is still the 
major activity in Shanghai’s indus- 
trial world, the most important raw 
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materials needed in the area consist 
of cotton, wool, silk, and rayon. Iron 
and steel, metals, chemicals, dyestuffs, 
tobacco leaf, rubber, pulp, oils and 
fats, leather, wheat, soya bean, and 
lumber are also greatly needed items. 

Of these various raw materials, cot- 
ton, wool, silk, iron and steel, tobacco 
leaf, oils and fats, leather and _ hides, 
wheat, beans, and lumber are produc- 
ed partly in the country, but supplies 
of rubber, rayau, dyestuffs, and cer- 
tain metals and chemicals are solely 
dependent on foreign imports. Be- 
eause of the present situation, cotton, 
wool and tobacco leaf are also largely 
imported. 

Of post-war 
in value. In 1947, 
totalled 3,938,588 piculs, valued at 
US$62,285,364. Wool imports have 
been placed under the quota category, 
and the current quarterly quota is 
US$2,000,000. Imports of various 
metals in 1947 totalled US$34,140.000. 
The present quarterly quota is US$ 
3,500,000. Imports of various chemi- 
cals in 1947 were valued at US$ 
28,000,000, while the current quarterly 
quota is US$2,000,000. Dyestuffs and 
paints imported in 1947 were valued 
at US$25,000,000, while the current 
quarterly quota is US$1,800,000. 
Tobacco imports in 1947 were worth 
US$18,730,000, but the quota for the 
two current quarters combined is only 
US$2,500,000. Rubber import quotas 
remain at the level of US$1,500.000 
per quarter. 

On the basis of the above quota 
figures, China must spend a minimum 
of US$5,000,000 to finance quota im- 
ports monthly, and funds for the im- 
portation of cottom, rayon, and pulp 
are not included. However, under the 
present practice whereby a portion 
of yarn and cloth manufactured is 
being exported for the financing of 
cotton imports, given more favorable 
production conditions, and with ‘crops, 
there will probably be no call on 
domestic exchange resources for cot- 
ton purchases from abroad. Likewise, 
pre-war imports of wool and tobacco 
leaf were insignificant in value, and 
further reduction of these imports may 
be worked out. At the same time, 
progress made in the development 
of the chemical industries, particularly 
in the manufacture of sulphuric acid, 
soda ash, and sulphur black, has also 
contributed to lesser devendence on 
foreign supplies for the country’s 
development. 


imports, cotton leads 


cotton imports 


Characteristics and 
Shanghai Industry 


The industrial situation of Shanghai 
is characterized by the predominant 
position held by the textile industry. 
This industry accounts for 40 per cent. 
of all factories, employs 56 percent cf 
all factory hands, and possess 
machinery equipment to the value of 
US$400,000,000. 

Many other industries in Shanghai 
exist becausa of the textile industry. 
The main activities of the machinery 
industry consist of the manufacture 
and repairing of textile machinery 
equipment. Many electrical factories 
also engage in the manufacture of 
motors for the textile industry, tan: 


Difficulties of 


cumstances arising from civil war and 
curreicy inflation. There has been a 
rapid increase, in the course of the 
three post-war years, both in the 
classes of industrial activity and in 
the number of factories. That indus- 
trial operations could still be expand- 
ed in spite of the generally adverse 
conditions in these years may be at- 
tributable to the following causes: 
1. The stimulant given by invest~ 
ment buying because of currency in- 
flation; 2. The restriction of imports; 
3. The comparative stability of Shang- 
hai in the midst of nation-wide unrest; 
4. The comparatively low exchange 
rates obtained for legitimate imports 
of raw materials; and 5. The lack of 
textile goods in post-war markets 

On the othe hand, the rapid ex- 
pansicn of Shanghai’s industrial plants 
has not been built on strong founda- 
tions and may suffer from the light- 
est blow caused by a change im the 
present situation. At the same time, 
there has bean a tendency to over- 
focus interest on amy single industry 
that promised quick and easy profits 
while there has been a lack of fore- 
sight in the making of long range in- 
dustrial plans. Most of the factories, 
therefore, are principally engaged in 
the turning out of daily consumption 
goods. 

A new and growing characteristic of 
Shanghai’s industry is the increasing 
dependence on foreign countries not 
only for supplies of raw materials, 
but also for the marketing of finished 
products. As a result, the industrial 
world of Shanghai is drifting further 
from the large rural districts of China. 
This tendency has been particularly 
noticeable in the textile industry, 
which is the most important branch 
of industrial activity in the city. 


Number of 
employed in 
GVoups : 


and workers 
various industrial 


factories 
the 


Group I—Tewtile Industry 


Factories Workers 
Cotton Spinning 


; Weaving 71 102,690 
Dyeing & Firfishing 591 34,414 
Towels & Sheets 152 10,748 
Handkerchiefs 103 5.313 
Canvas 15 868 
Dyeing & Finishing 

(by hi'and) 1,616 13,529 
Knitting 805 17,962 
Underwear 245 9,157 
Cotton wool 6 66 
Belting weaving 179 3,148 
Thread 210 3,198 
Wooilen Spinning 

& Weaving 73 10.281 
Hat Making ri 2.043 
Camel Hair 27 882 
Carpets 94 1.004 
Silk Reeling 5 2.530 
Silk bands & 926 
Suk Weaving 375 10,081 
Sivk Printing 24 1,507 
Silk Dyeing & 

Finishing 121 2,825 
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neries supply the same _  indusiry’s Bleaching and 
needs, and chemical works operate Finishing 201 2,190 
because of that industry’s demands. Ramie Spinning 2 — 
The second feature of industrial Shirt Making 82 3.025 
Shanghai is the anomalous  develop- a peaae 
ment in recent years in view of cir- Total 5,077 238,368 


Group Il—Daily Necessities Industries 


Cigarettes 5 
Mirror Making 51 
Flour Mills 17 
Cigars 21 
Stationery 189 
Type Making 24 
Lithographers 121 
Paper Box Makers 331 
Saw Mills 90 
Tooth Brush makers! 41 
Gas Lamps 44 
Construction 
Companies 1,256 
Cork makers 46 
Umbrella makers 78 
Fiim Companies 13 
Brass and Iron bs 
Beds 47 
Printers 593 
Plate makers 32 
Medical Instruments 56 
Rice Mills 70 
Coal Briquettes 54 
Total 3,269 


33,387 
463 


70,205 


Group Il1—Electrical and 


Machinery Industries 


Metals (Hardware) 338 
Copper Products 17 
Aluminium Goods 28 
Electrical. Goods 229 
Foundries 249 
Tron & Steel Works 34 
Can-making 61 
Nail makers 56 
Tin foil 18 
Bicycles {PA 
Textile equipment 49 
Iron utensils 536 
Steel Windows 7 
Needle Factories 35 
Machinery 
manufacturing 703 
Total 2,432 


3,327 
1,252 
1,762 
10,003 
3,153 
2,336 
2,023 
1,578 
3,322 
1,993 
2,119 
1,666 
324 
2,124 


26,433 


63,415 


Group IV—Chemical Industries 


Rubber 94 
Paper 36 
Tanneries 371 
Cement Works 4 
Vegetable oils 

refining 13 
Pharmaceutical 

goods 107 
Gourmet Powder 14 
Enamel ware 23 
Matches 36 
Species 21 
Soap 41 
Lacquer 29 
Printing Ink 33 
Dyestuffs 46 
Eleciro-Plating 241 
Glassware 55 
Chemical raw 

materials 168 


16,060 
6,068 
2,678 

378 


1,412 


4.278 
608 
2,901 
6,750 
259 
2.335 
1,011 
30 
1,664 
2,400 
4,077 


5,625* 


1949 


Domestic chemicals 128 3,475 
Aerated water 37 1,300 
Celluloid 45 2,000 
Canned gocds ij 970 
Tiles 10 2,624 
Fireproot materials 12 457 
Vacuum bottles 55 8,000 
Sugar Refining 58 suspended 

Total 1.694 77,420 


Group V—Miscellaneous Industries 


Hog Bristle 


processing 48 700 
Tea Processing 32 300 
Casings is 180 

Total 98 1,180 

Grana total : 88 industries, 12,570 

factories. 450,588 workers. 
* = * * 
Ever since the beginning of 1948, 


Shanghai’s industry has been travel- 
ling down-grade after a few years 
of post-war hoom. The extension of 
the war zones, the shrinking of the 
markets. and the lowering of the 
peoples purchasing power all eon- 
tributed to the deterioration. Rigid 
and irrational control measures’ en- 
forced by the Government, exorbitant 
rates of taxation, labour unrest, as 
well as the skyrocketing of the cost 
of living index which has been causing 
harm to both capital and labour, have 
all played their due role in the wor- 
sening of an already bad situation. 


Today, Shanghai’s industrial world 
is making its final stand in the struggle 
for continued existence, and if the 
present situation fails to improve 
within the next two or three months, 
there is Canger of a general collapse. 
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Industries in Manchuria 


The foundation for the industrializa- 
tion of the whole of Ching and the 
nation’s economic reconstruction is 
underway in the Northest following the 
restoration and reconstruction of state- 
owned industries, The present capacity 
of electric power supply in the North- 
east is over 200,000 kilowatts being 
under the direct control of the electri- 
city control bureau of the industrial 
department in Mukden. Coal mining on 
a long term basis has begun. Coal 
deposits amount to over twenty billion 
tons. Forty coal mines are working 
under the mining control bureau which 
aims at producing ten million tons of 
coal in 1949. Mines in South Manchuria 
are still undergoing repair. 


Non-ferrous metal industries which 
are comparatively new to the Nirtheast 
are in operation. Mining and smelting 
of copper, lead, zinc, aluminum, molyb- 
denum and vanadium are going 
ahead. The control bureau concerned is 
carrying on geological research and build- 
ing up More smelting furnaces to meet 
industrial needs. Gold mines, the ma- 
jority of them in North Manchuria and 
Jehol Province, have been in operation 
for the last three years. In 1948, several 
ten thousand ounces of fine gold were 
mined. 


The Northeast has 3,500 billion square 
metres of forest, ranking first in China. 
During the past two years, 27 timber 
yards were set up in five provinces 
employing over 100,000 lumbermen. 
Trees in an area of 4 million square 
metres were felled, fulfilling the target 
of 1949. 


There are at present 120,000 spindles 
and 1,600 power looms working. . A 
further 110,000 spindles and 4,000 power 
looms are to be put into operation this 
year. 16 textile factories will produce 
60,000 bales of yarn and over 1,400,000 
bolts of cloth in 1949. 


The machine-making industry is the 
weak link in the Northeast industrial 
chain, and wanton destruction by KMT' 
troops had made matters worse. Since 
the establishment of the Northeast 
mechanical contro] bureau many ma- 
chine shops have started to be rebuilt 
and the number of lathes has increased. 
Rehabilitation work is going ahead in 
the chemical] industry, restarting first 
the electric salt refining, acid and 
grease making industries. Preparations 
are made to repair the plant producing 
synthetic motor spirit. 60 factories under 
the enterprise contro] bereau are pro- 
ducing cement, paper, chinaware and 
rubber goods. The annual output of 
paper factories in the Northeast is 
18,000-tons of paper. 


Although the foundation of modern 
industry was laid in the Northeast by 
the Japanese, yet it was on a colonial 
pattern and not suitable for a sovereign 
state and balanced economy. The Peo- 
ple’s Government must not only restore 
the factories and plants, but also build 
up a modern industry on the basis of an 
independent ' self-supplying economy, 
thus laying a firm foundation for the 
industrialization of China, This task 
was rendered doubly difficult by the 
destruction of KMT troops who reduced 
the former productivity of the North- 
east by 50 to 70 percent. 


Jute, Cotton Production of Taiwan 


Jute production in Taiwan in 1948 
amounted to 13,600 metric tons, a large 
increase over the preceding year. Cot- 
ton cultivation comprised less than half 
of the 1,000-hectare goal expected to 
be planted, because of the shortage of 
fertilizer and seeds. 


Exports of hat bodies to the United 
States in 1948 amounted to 17,645 
dozen, valued at US$40,487. 
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The Industries of Kwangtung 


Before the war, private industries 
were estimated at more’ than 1,000 
units. most of which were located in 
Canton. After V-J Day only a smail 
percentage have resumed _ operation. 
Registered at the end of August 1948 
were 430 factories as follows: 


Matches 124, Sugar 59, Weaving 44. 
Sugar & Oil 37, Silk 25, Paper 24, Rice 
milling 15, Fire crackers 15, Soap 10, 
Rattan goods 10, Canned _ goods 6, 
Machinery parts 6, Metallic furniture 5, 
Cigarettes 5, Metal apparatus 3, Glass 
8, Electrical appliance 3, Match sticks 
3, Fats and acids 3, Thread 3, Leather 
3, Alcohol 2, Bean sauce products 2, 
Mineral waters 2, Power (Electricity) 
2, Ice 2, Lumber 2, Vegetable oils 2, 
Stationery 1, Candle 1, Distillery 1, 
Fertilizer 1, Pharmaceutical 1, Nails 1, 
Rubber tyres 1, Printing 1, Cans & 
tins 1, Cosmetics 1. 

Besides, there are at present about 
100 factories manufacturing native 
cloth, compared with 400 during pre- 
war days. Cigarette factories have 
dropped from 100 units to less than 10. 
In February 1947 major rubber fac- 
tories numbered 30, minor ones 200. 
Only 10 are now operating. The ad- 
verse condition of these three indus- 
tries which enjoyed a boom after the 
war with handsome profits reflects the 
impact of the situation. As to exports, 
suffice it to say that the pre-war an- 
nual export of silk at 4,000 metric tons 
has dropped to 200 tons. 


Kwangtung Provincial 
Owned Enterprises 


1. The Saichuen Cement Works: 
This factory was formerly equipped 
with three sets of Rotary Kilns one of 
which was destroyed during the war. 
Two sets have been repaired, but owing 
to the lack of electric power only one 
is in operation with a daily output of 
220 tons. Production from November 
1948 amounted to 65,949 tons. 

2. The Shuntak Sugar Factory: The 
last grinding season of this factory 
from December 2, 1947 to May 22, 1948 
covered more than 119,000 tons of 
sugar cane, which yielded 11,000 tons 
of sugar. 

3. The Kwangtung Brewery: The 
former products of this factory were 
beer and aerated water. Its equipment 
was however so dilapidated that opera- 
tion had to be suspended in January 
to effect repairs. After resumption of 
work in May, processing was centered 
on the production of beer. Its output 
for the year ending November 1948 re- 
corded 467,294 bottles. 

4. The Canton Ice Factory: Accord- 
ing to present equipment, a daily out- 
put of 10 tons can be maintained. 
Yield from November 1947 to Novem- 
ber 1948 at 8,505 blocks or 1,276 tons. 

5. The Muiluk Jute Mill: The 
operation of this Mill was resumed in 
November 1947. Besides the supply of 
raw materials by the local market, im- 
ports of Indian jute amounted to 441 
tons, good for the use of six to seven 


Government- 


months. Output for the year ending 
November 1948 at 175,355 gunny bags. 

6. The Canton Machine Works: The 
major part of the equipment of this 
company, formerly named ‘‘The Yueh- 
Chang Mechanical Development Cor- 
poration,’”’ was abandoned or destroyed, 
and only after considerable reconstruc- 
tion work was it able to resume in 
April 1947. In January 1948 it was 
merged with the Canton Textile Mill. 
Equipped with 36 sets of machines and 
two furnaces, from January 1947 to 
July 1948 it has been able to repair or 
rebuild about 50,000 units of machines. 

7. The Canton Textile Mill No. 1: 
This Mill had before the war 20,009 
spindles in operation. It suffered 
damage during the period of enemy 
ceccupation. Since V-J Day efforts 
have been made for rehabilitation suv 
that by end of October 1947, a total of 
14,800 spindles were put into operation. 
The Mill can turn out 10,000 Ibs. cof 
cotton yarn (20’s) per day. For the 
period from November 1947 to Novem- 
ber 1948, the Mill turned out 3,498,931 
lbs. of yarn mainly 20’s. 

8. The Canton Textile Mill No. 2: 
Operating under the joint-management 
of the Kwangtung Industrial Corpora- 
tion and the Sui-Sing Industrial Cor- 
poration of Shanghai, this industry is 


furnished with 18,408 spindles, 10,000 
of which are running, 
9. The Canton Paper Mill: During 


the occupation all machines were dis- 
mantled and shipped to Japan. With 
the approval of SCAP to return same 
to China, two ships were chartered to 
transport the plant to Canton. It is 
expected that operation will be resum- 
ed toward the end of 1949 with a view 
to producing about 50 tons of paper 
per day. 


Reconstruction Projects f 

1. The Whampao Harbour: Sub- 
stantial progress has already been made 
and the harbour is serving coastal 
steamers which are coming in with 
refugees and cargo from North and 
Central China. A part of the installa- 
tions has been completed, and there is 
a vail and a macadamized highway 
linking the port with the Canton-Han- 
kow and the Canton-Kowloon Rail- 
ways, and with Canton 16 kms to the 
South-East. This port is at present 
available to small steamers of about 
1,000 to 3,700 tons. No ocean liners 
plying between China and Europe or 
America have as yet made any direct 
calls. This handicap will still confine 
exports from Canton to the channel of 
Hongkong where transhipment  in- 
creases the cost of cargo. Further de- 
velopment hinges on the availability of 
additional funds, 

2. The Yung River Hvydro-Electric 
Power Plant: The initial stage of this 
plant will cost US$10,000,000. When 
completed the plan will contribute to 
industrial expansion throughout the 
province as well as opening the way to 
mineral resources which are untouched 


or not fully tapped. The site chosen 
for this undertaking by the National 
Resources Commission is the Yung 
River area in Northern Kwangtung. 
There is also a plan to build a series 
of dykes to control summer flood 
waters which inundate Southern areas 
almost every year. Construction is to 
begin if the U.S. aid arrives as expect- 
ed. The completion of the plant will 
provide employment for 4,000 people, 
supply 40,000 kilowatts from two gene- 
rators initially and later 80,000 kilo- 
watts from four generators. Its ser- 
vice will extend even to Canton itself. 


3. The “Dog Teeth Cave” Coal Min- 
ing Industry: This industry on the 
Hunan-Kwangtung border covers an 
area of 20 km from North to South. 
Experts estimate that the extent of the 
resources may reach 50,000,000 to 70,- 
000,000 tons. This huge resource is 
second only to that of “Ping Hsiang” 
in the area South of the Yangtze. The 
quality of the coal produced has been 
certified to be good carrying an aver- 
age volatility of 25 percent. It was 
established in 1941 by the Provincial 
Government and incorporated after 
V-J Day under the name ‘“Nan-Ling 
Coal Mining Corporation”. On account 
of poor communication its development 
has been hampered. A plan was ap- 
proved by the Executive Yuan to build 
a light railway connecting the coal pits 
with the Canton-Hankow Railway. 
Financial difficulties retard the pro- 
gress of the plan. 


HONGKONG AVIATION NOTES 
NIGHT LANDING AT KAI TAK 


Following upon an allocation in the 
Colony’s Civil Aviation estimates for 
the provision of fuel, light and power 
for night landing at Kai Tak, an electric 
flare path has been jnstalled on one 
runwey and similar lighting will short- 
ly be installed on the other. For iden- 
tification purposes at night, a flashing 
beacon has also been installed. These 
night-flying facilities are intended for 
emergency use and practice. Even if 
not regularly utilized, the provision of 
such facilities is most essential, al- 
though the prevalence of fog and mist 
conditions around Hongkong at certain 
seasons might make it difficult to utilize 
them to the full. In the Air Naviga- 
tion (Fees) Directions of 1948 the cost 
of using Kai Tak’s night landing facil- 
ities is $20 an hour, 


The R.A.F. has been carrying out 
practice in night flying with fiying- 
boats; and recently when additional 
planes were placed on the Shanghai 
run for the purpose of bringing 
evacuees from Shanghai to Hongkong, 
they were able to land in safety at 
Kai Tak up to a very later hour. Hong- 
kong Airways, B.O.A.C.,  C.N.A.C., 
C.A.T.C. and Cathay Pacific all took 
part in these night operations, and 
cwing to the familiarity of the pilots 
with the airfield, no difficulty was en- 
countered in making landings. 


Hongkong Aviation Returns 


CIVIL AIRCRAFT PASSENGERS MAIL FREIGHT 
(kilograms) (kilograms) 
arrivals departures in out in out in out 
Monthly Averages for 1948 ...... 595.33 — 9,591.75 9,381.66  13,726% 13,6491, 42,920.08 100,985.58. 
1949 
JUSTE tie gi geet ey ee ee oe 805 799 9,940 11,913 17,315 14,713 41,947 90,791 
MODEUANY create eens oh 00 80.0.¢) 745 741 10,651 10,146 13,750 12,906 43,749 83,829 
WEN 3), SRE ci -nie tae Oe ee See 833 836 8,998 11,022 16,490 15,258 46,144 123,988 
END RN, -crecieea tae CIR are eae 979 967 13,996 14,031 14,031 14,797 68,592 153,036 
First four 
apomtns: 1949") ee 3,362 3,343 43,585 47,113 61,708 57,674 200,432 451,644 


Total aircraft for first four months of 1949, in & out: 
total freight: 652 tons. 

During April the airport figures showed again all-time records for the number of civil aircraft, passengers 
and freight, inward and outward. These high figures are largely a consequence of the disturbed conditions in 
China which necessitated the flight of many Chinese and foreigners from Shanghai to Hongkong. On the other 
hand, air transport is further growing more popular even with the more conservative section of people in this part 
of the world. 

Compared with the first four months of 1948, the current figures show great increases reflecting the ever 
rising demand by the public for air transport. Comparative increases for the current period of January/Aprii 
against the same period of 1948 show: 79.96% increase in aircraft (arriving); 48.97% and 68.31% respectively for 
passenger increases inward and outward; 38.09% and 27.78% respectively for mail transport increases inward and 
outward; 22.63% increase in inward air freight. There has however been a decrease in the air freight exported 
this year which amounts to 12.13%. 

(Jan./April 1948 air transport figures: 1871 aircraft inward; 29,258 passengers in, 27,993 passengers out; 
44,686 kgs. and 45.135 kgs. resp. for mail in and out; 163,442 kgs. and 514,022 kgs, resp. for freight in and out). 


6,705; total passengers: 90,698; total mail: 119,382 kgs; 


C.N.A.C. and C.A.T.C. 

The disturbed conditions in China, 
and the abnormal fluctuations in the 
currency, have made it necessary for 
the China National Aviation Corpora- 
tion and the Central Air Transport Cor- 
poration to alter their arrangements for 
Passenger fees and air freight. Tariffs 
in future will be calculated in silver 
coins. 

C.N.A.C. operates mainly from Hong- 
kong, its maintenance works being now 
at Kai Tak, but the secretarial office 
has been transferred to northern For- 
mosa. C.A.T.C. head office has been 
transferred to Canton but operational 
H.Q. is here. 

In order to cope with the abnormal 
volume of traffic from North China to 
Hongkong, Canton end Formosa, 
C.N.A.C. have taken planes off the 
routes to south-west and north-west 
China. 


NORTH-WEST AIRLINES 


Hongkong and Canton will now be 
served by the North-West Airlines, 
which are only awaiting formal author- 
ity from the U.S., Chinese and Hong- 
kong Governments to call at these 
places. Flights will be twice 
via Hongkong as an intermediate stop 
or. the US-Manila route, and a Hong- 
kong-Canton feeder service will also be 
operated. 


ROYAL DUTCH AIRLINES (K.L.M.) 


Passengers from Canton to the South 
Seas will now be able to proceed direct, 
without having to make the connection 
at Hongkong, as the Royal Dutch Air- 
lines (K.L.M.) are running a weekly air 
service, commencing May 13, between 
Canton and Batavia with stopovers at 
Bangkok and Singapore. The planes 
used will be Douglas DC-4 “Skymasters.” 


Fares and freight rates are: Canton to 
Bangkok £32, cargo 4/4d. per kilo; 
Canton to Singapore £48, carge 6/7d.; 
Canton to Batavia £66, cargo 8/7d per 
kilo. The luggage allowance is 30 kilos, 
plus small hand baggage. 


WILD ANIMALS BY AIR 


The flight of a Royal Dutch airliner 
(DC-3) from Bangkok and Singapore to 
Los Angeles en route for New York 
with a cargo on board of 806 wild ani- 
mals, including two baby eiephants, 
nine pythons and other snakes. as 
well as an assortment of birds. a bear 
and some varieties of apes and mon- 
keys, shows the use that can be made 
of aviation for transporting animals. 
Apparently they did not in the least 
mind the high altitude at which they 
were flown. 
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Hongkong Airport Traffic of Regular Users 
APRIL 1948 
No. of No. of ‘ ; 
Company aircraft Passengers Mail Freight aircraft Passengers Mail Freight 
‘ kgs. kgs. kgs. kgs. 
ARRIVALS DEPARTURES 

C.N.A.C. 408 6,321 6,226 29,822 401 6,364 A Pr iy | 106,233 
CACC. 157 1,918 241 506 152 1,252 961 9,733 
CRA. 35 282 182 2,794 35 585 1,731 5,022 
PALI. 27 477 478 4,866 25 749 1,983 2,386 
4 ey Se ee 23 381 — 610 23 540 a 1,433 
T.A.AS. i — — — = — —_— aaa 
B.O.A.C. 31 378 6,139 13,581 36 547 5,096 11,381 
PAORA Eee. 10 121 27 205, neg) 139 89 3,577 
H.K.A. . 145 2,905 88 934 136 2,503 2,664 5,623 
AF. Bs 12 319 181 929 14 278 228 1,338 
S.A.F.E. 3 12 38 5,228 5] 130 =a 895 
BIACAY a. 50 718 374 4,911 50 575 2 3,434 
uA. Guow in 4 36 179 417 + 42 286 1,957 
M.A.T.Co. 13 80 —_— _— 14 67 61 il 


CNAC (China National Airways Corp.) account for the by far largest business of all aviation companies oper- 
ating in and from Hongkong. CNAC’s operational headquarters is since several months in the Colony. As regards 
the number of landings of aircraft at the local airport during April, CNAC was, as always, at the top, followed by 


CATC (Central Air Transport Corp.), c 4 me ny 
(Cathay Pacific Airways), BOAC, PAL (Philippine Air Lines), and TAA (Trans Asiatic Airlines). 
inward, leading aviation companies: -CNAC, HKA, CATC, PAA, PAL, TAA, BOAC, AF. Outward passengers: 
CNAC, HKA, CATC, PAL, CPA. PAA, BOAC, TAA. Freight transportation, inward, leading aviation companies: 
CNAC, BOAC, SAFE (Scuth American and Far Eastern Airways, Braathens), PAA, PAL, CPA. Outward freight: 
CNAC, BOAC, CATC, HKA, CPA, POA (Pacific Overseas Airways), PAA. Mail inward, leading aviation companies: 


HKA (Hongkong Airways), PAA 


CNAC, BOAC. Outward mail:—BOAC, HKA, PAL, CNAC, CPA. 


(Pan American World Airways), 


CPA 
Passenger traffic, 


Import Exports of Air Freigh In March 1949, principal imports Quantity Value 
BOfas, Oe SeEOr ISO vais came from Switzerland (3008 kgs. Monthly average 1948 40,611 1,246,960 
Imports of air freight into Hongkong $2,698,778) and the USA (5816 kgs. January .......... 31,561 1,023,922 

Gin kilograms and in HK$): — $2,511,277). In third to fifth place came February ......... 16,872 883,772 

U.K. (875 kgs. $283,226), Canada (252 March ............ 16,807 1,950,835 
Quantity Value kgs. $246,470) and Germany (1423 kgs. In March, principal exports were 

Monthly average 1948 22,794 5,601,807 $122,491). flown to the following countries: — 

January 1949 ...... 12,385 5,366,876 ; : Malaya (806 kgs. $748,883), Siam (3192 

Bebruaryve ee oo. es.en 10,592 4,540,929 Exports of air freight from Hongkong kgs. $268,071), China (11,535 kgs. $212,- 

iV Ghed ay aie eS 12,807 6,101,009 (in kgs. and HK$):— 278), U.S.A. (863 kgs. $157,955). 

Singapore Civil Aviation 
KALLANG (SINGAPORE) AIR TRANSPORT RETURNS FOR 1948 
PASSENGERS (Nos) MAIL (lbs) FREIGHT (lbs) 
No. of De- In Des- In Des- In 
1948 Landings Arrivals partures Transit Landed patched Transit Landed patched Transit 

SENATEN G2 On eee een 206 2,205 2,019 725 55,658 37,140 125,587 74,026 102,775 73,429 

SMODIMATY | ctee-< saan » ores 190 1,995 2,284 850 39,928 74,988 66,816 56,193 46,736 64,925 

CE GN oa raed 229 2,504 2,539 1,120 28,285 36,121 65,548 70,595 77,171 65,301 

LGoraU jee ae ie ea ie ela 207 2,057 2,027 729 29,418 30,071 64,232 35,992 53,193 50,541 

VAY eine er ah aS 253 2,076 2,042 155 11,490 15,107 18,961 16,178 59,253 5,479 

ARAYE™ RAM See eae Oe 204 2,105 1,892 238 12,362 13,977 19,175 25,054 125,398 56,711 

ily eae wie cee 212 2,374 2,247 473 14,799 10,658 20,335 28,781 133,833 10,195 

ENG a Sine © PERG OME 210 2,451 2,642 446 14,125 14,668 13,471 50,482 36,654 6,026 

September ........... 210 2,308 2,079 440 15,368 16,730 23,431 62,698 72,526 11,651 

1d 162i cir rae am tere a 231 2,080 1,982 622 17,271 14,299 18,863 33,022 64,694 17,536 

November 25). 4. 2.0: 249 2,365 2,248 764 14,647 16,381 3,332 42,042 68,511 30,733 

December vss 222 2,484 2,353 383 14,381 18,977 8,816 29,078 106,783 22,094 

2,623 27,004 26,354 6,945 267,732 299,117 448,567 524,141 947,427 414,621 


Civil air transport returns for 1948, 
month by month, of Singapore re- 
fer only to the airport of Kallang and 
do not include the statistics for the 
civil air traffic of other airfields of 
Singapore, viz. Tengah (which handles 
trunk routes) and Changi (which is now 


no longer in operation but handled con- 
siderable numbers of passengers and 
freight in 1948). The aviation position 


of Singapore was reviewed recently in 
our issue of May 4, pp.572/73, when 
also Kallang and Tengah figures for the 
first 3 months of 1949 were given. Kal- 
lang airdrome was handling last year 


predominantly domestic (Malayan) 
and Far Eastern air traffic. 
Comparing Kallang’s figures with 


those of Kaitak, Hongkong’s only air 
field (which only handles international 
traffic there being no “domestic traffic” 


possible in the tiny colony of Hong- 
kong), it would appear that Hongkong 
air traffic returns were considerably 
higher than those of Singapore during 
1948. A conclusion can however only 
be reached if the complete civil air re- 
turns of Singapore (ie. including 
Tengah and Changi) are put together, 
both for international and for inter- 
Malayan air transport. These are at 
present not available which is not a 
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Hongkong Shipping Returns 


ae —EEE 
Ocean Steamers River Steamers Ocean Passengers River Passengers 
Tonnage Tonnage 
In Out In Out In Out In Out 
acer Averages 1948 ....... roe via Se 659,582 651,394 122,834 123,338 23,583 19.547 37,529 39,769 
AAU SCLALY joe cc weisieciatewiga hayes Gee ae 722,280 715,484 141,769 137,319 21,672 15.202 41 5 
es ; 5484 - ; 5672 202 923 4,792 
February ee ee os eee ita 650,886 727,38) 116,360 177,936 19,352 13,168 42,989 ar 470 
Btarch SE FARE A NF Oe EE 750,855 780,820 125,758 124,713 25,632 15,342 48,647 59529 
SNEED na er Re eo eR ee Ee 5 nN 831 249 795,713 173,089 177,153 24,015 19.041 46,260 55,152 
Barse Aour “monthss oh. Sate en. eee 2,955,270 3,019,398 556,976 617,121 90,671 62.753 179,419 220,643 


Total ocean tonnage for Jan./April 1949 amounted to 5,974,668; total river tonnage 1,174,097: grand total: 7,168,765. 
Total ocean passengers: 153,424; total river passengers: 400,062; grand total: 553,486. 


Compared with the 1948 monthly averages, the ocean tonnage and river tonnage of shi i 

) : 2 , Y ships callin here 
and departing from the Colony during the first four months of 1949 show considerable expansion. The inghenece 
this year amount to 12.01% and 15.88% respectively for ocean tonnage inward and outward; and to 13.82% 
and 25.09% respectively for river tonnage in and out. ; 


Ocean passengers have however decreased in the period Jan/April 1949 ~when compared with th 
averages, the declines amounting to 3.88% for inward and to 19.76% for outward paxecheees hives. pone 
gers, on the other hand, show much higher traffic returns for the first four months of 1949, increases amount- 
ing to 19.52% and 38.69% respectively fcr river passengers inward and out ward. 


Bunker Coal & Oil 


During Apri] ocean and river stea- 
mers bunkered jn Hongkong a total of 
9,636 tons of coal and eee tons of H 
oil. While a year ago the amount of < : Fs 
coal bunkered was only slightly less ongkong Shipping Report for April 
than the one for oil. The relation be- 
tween these two fuels has gradually 
shifted in favour of oil use as More and 


OCEAN STEAMERS 


more ocean steamers converted their FLAG ARRIVALS DEPARTURES, 
boilers for oil fuelling. Ocean Steamers Passengers Ocean Steamers Passengers 
Ocean steamers oF aes bunkered No. Tonnage Ocean Steamers No. Tonnage Ocean Steamers 
8,615 tons of coa] and 18,2524 tons of FS Pe ES SS: Sa ee 
oil; river steamers bunkered 1021 tons oe oe ene et i. Vas oe 
of coal and 956 tons of oil. Burmese 1 2'769 ae 1 2.769 = 
pe er Chinese 73 84,293 4.100 68 78,079 3,285 
Danish 7 26,893 618 6 23,017 194 
credit to the statistical authority in Dutch 18 78,559 5,310 18 82.443 3,291 
Singapore. French 2 14,762 323 3 16.657 389 
(Hongkong’s civil air transport re- Greek 1 4,380 6 1 4.386 — 
turns in 1948 were as_ follows:—air Italian 1 4,360 — _— — — 
craft inward 7,144; passengers in and Korean 1 1,808 2 1 1.808 12 
out 115,101 and 112,580; Mail in and out Norwegian 30 75,804 2,167 28 US. 3.130 
164,715 kgs. and 163,791 kgs. Freight Panamanian 10 30,750 20 10 32.354 14 
in and out 515 tons and 1,211.8 tons). Philippine 5 10,613 33 6 11.609 36 
Portuguese 5 6,311 43 6 7.822 58 
OPERATING AIR TRANSPORT Us. S2_R, 6 9,418 6 6 9,418 — 
COMPANIES AT SINGAPORE Swedish 7 20,628 17 a 15.382 11 
MALAYAN AIRWAYS. il r- ‘Total 
vices sehen peony ane Fae Foreign 195 515,291 13,586 187 302,838 11,343 
Penang and return—Twice daily.—Bi- 6 ; ORS ~Wahasin Lae 
weekly Service Kuantan, Kota Bahru ; TOTAL 303 831,249 24,015 300 795.713 19,041 
and return. Thrice weekly to Batavia 
and return. Bi-weekly to Palembang 
and Penang. Weekly service to Saigon. 
B.O.A.C./Q.E.A. To Australia — To 
United Kingdom via India and Middle 
East. To Ceylon and return. To Hong- 
kong and Japan and return. To Ran- RIVER STEAMERS 
goon and ee ee on 
K.L.M. ‘o Europe. ‘o Dutc as 
Indies. To Banerek and Shanghai. FLAG - ARRIVALS : DEPARTURES 
CATHAY PACIFIC AIRWAYS. To River Steamers Cargo Passengers | River Steamers Cargo Passengers 
Bangkok and Hongkong. No. Tonnage No. Tonnage 
Hoe To Bangkok  Byitish 176 126,664 3,294 32.477 176 129.600 3.024 39,099 
PACIFIC, OVERSEAS AIRWAYS  Sortuguese ok gee ggs ee ge ata tag? eee 
(SIAM). To Bangkok and Hongkong. = 
INDIAN OVERSEAS AIRWAYS Total 344 273,089 6,747 46,260 3467977153 5162 055,152 


LIMITED. Teo Calcutta and Bombay. = 
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Junks & Launches Traffic of Hongkong 


FOREIGN TRADE CONDUCTED BY JUNKS & NUMBER OF VESSELS REPORTED ARRIVAL & 
LAUNCHES 60 TONS AND UNDER DEPARTURE IN FOREIGN TRADE 
Tonnage of cargo Tonnage of cargo Junks Launches 

Junks Launches Entered Left Entered Left 

Inward Outward Inwerd Outward March: ais 2,058 2,056 216 200 

March: oe 42,862 21,111 879 598 April: ee 921 939 208 203 
April: gua 27.301 16.308 459% 366 —_—  —_— ———S SS, 

— ——— ————_—-— ~—— —1,137 —1,117 — 7s “Tae 
—15,561 — 5.803 —419%, —232 ——_—_—_- Ss —— SS 


NUMBER OF VESSELS REPORTED ARRIVAL & 
DEPARTURE LOCAL TRADE 


Tonnage of Vessels Tonnage of Vessels 
a Junks . Launches ~ . Junks Launches 
March: se oekoldu) 200,012 6,157 5,290 Apri wasn. 881 927 308 342 
Aprils .... | (117,071 ~=—-1.21,273 Hye} t 5,468 — ————-—- —— 
— 37.740 — 33.739 — 426 + re NUMBER OF PASSENGERS REPORTED ARRIVAL & 
DEPARTURE FOREIGN TRADE 
Junks agree ol 
i s Arriv Departures 
LOCAL TRADE CONDUCTED BY JUNKS & gop ih al act tm Meee riage Lens 
LAUNCHES 60 TONS AND UNDER Aprthecs fears 3,221 6,313 12 262 
Tonnage of cargo Tonnage of cargo —— 398 — 320 pa +260 
Junks Launches a San ss oe ee CS eT ee 
Irward Outward Inward Outwar = 
PADIS Se rats 7.950 6.342 79 234 NUMBER OF PASSENGERS REPORTED ARRIVAL & 
SSS era ere DEPARTURE LOCAL TRADE 
Tonnage of Vessels Tonnage of Vessels 
, Junks : Launches ; Junks E Pag 
YN) 26.623 27.985 8,333 9,741 April: .... 41 122 12, 62: 


PHILIPPINES 


Gold Trade Regulations 

The Central Bank of the Philippines, 
in its Circular 13, issued March 3, 
1949, announced that licenses will be 
required for the export of gold in 
any form, wheiher for refining abroad 
or not, and that satisfactory evidence 
will be required that the importation 
of gold will not be in violation of rules 
and regulations of the country of the 
importer. 

The import of gold into the Philip- 
pines also is subject to license and will 
be permitted only for industrial and 
artistic purposes. Applicants for 
licenses must present proof that the 
proposed transaction is ‘not in violation 
ot rules and regulations of the ex- 
porting country, and must. submit 
documentary evidence of details of the 
name and address of the seller and 
amount of gold involved in the trans- 
action. After being declared upon ar- 
rival in the Philippines and released 
by customs authorities, the gold must 
be deposited with the Central Bank to 
be withdrawn from time to time as 
needed, 

Domestic sales of such gold may be 
made only to actual users of the 
metal, including jewelers, goldsmiths, 
and dentists; and the gold may be sold 
at not more than 70 pesos ($35) per 
cunce, plus reasonable handling 


charges. Finally, the importer must ’ 


submit to the Central Bank, at the end 
ef every month, certified reports con- 
taining the names and addresses of 


1949 


buyers, full details of the transactions, 
‘and the quantity of gold on hand at 
the end of the month. Penalties for 
violations of the regulations govern- 
ing goid transactions are provided in 
-accordance with terms of the Central 
Bank Aci. 


Export-Ccntrol Regulations 


Calling up his authority under the 
Emergency Powers Law, the President 
of the Philippines, by Executive Or- 
der 192 of December 24, 1948, extend- 
ed control over exports effective Jan- 
vary 1, 1949, “until further orders.” 
The principal purpose of export con- 
trol was to maintain an adequate sup- 
ply at reasonable prices of articles that 
are vitally needed in the country. Im- 
plementing the export-control regula- 
tions, the recent order introduces cer- 
tain major changes from the regula- 
tions previously in effect, most im- 
portant of which is the requirement 
that individual licenses be obtained for 
shipments. including those to _ the 
United States, of goods on a revised 
“prohibited” list. Previously a general 
license was in effect for all goods, 
whether on the prohibited list or not, 
shipped from the Philippines to the 
United States under through bills of 
lading. Specific licenses were neces- 
sary fcr all commodities exported to 
any other country. 

The statement in the new order that 
the export of certain indicated articles 
is prohibited until further orders, is 
explamed by authorities to mean until 
issuance of the necessary import 
licenses. 

Exports of copra remain under con- 
trol of the International Emergency 
Food Council, and the export of sur- 
plus United States war materials 1s 
permitted only in accordance with the 
Surplus Property Agreement with 
the United States. Regulations cover- 
ing the export of logs, flitches, and 
sawn lumber remain, but producers of 
logs, fiitches, and sawn lumber are 
allowed to export each month 59 per 
cent cf their production during’ the 
preceding month, under certain condi- 
tions as to size, grade, and drving re- 
quirements. 

Sugar remains subject to interna- 
tional agreements and the specific 
quota limitations established by the 
Philippine Trade Act of 1946. (Phil- 
ippine production of raw and refined 
sugars since the war has so far been 
below the established quotas.) 

The new “prohibited” list includes 
building materials and railway sup- 
plies. many food items and_ essential 
consumer goods, chemicals and related 


items and skins, scrap metals, anil 
combat vessels. Although lard and 
butter substitutes are included on the 


prohibited list, the Acministrator o- 
Export Confrol advised producers that 
exports of 20 per cent of their output 
would be permitted each month. 

The reexport of goods shipped from 
the United States to the Philippines 
under allocation is banned except un- 
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Problems of Japanese Business in the Coming 
Period of Disinflation 


(By a Japanese Financial Correspondent) 


For the first time since the War 
the Japanese Government has com- 
pleted an epoch-making balanced bud- 
get. In business circles some people 
are apparently apprehensive of the 
result of its enforcement. Those people 
are afraid of some industrial break- 
downs in the near future. But do they 
have any plausible ground for their 
nervousness? Let them first argue the 
main causes responsible for the de- 
flation. According to them those causes 
are: (A) An overall balanced-budget 
was substantially compiled calling for 
increased levies amounting to Y130 
billion a year on ‘the national income; 
(B) Resulting from the decreased 
lending of the Reconstruction Finance 
Bank, monetary stringency will hit the 
industries. (C) The situation caused 
by both (A) and (B) will slow down 
the speed of a deposit increase of 
city banks, which will bring about an 
acute shortage of funds throughout 
business circles. (D) The fund shortage 
will become more serious as the gov- 
ernment excessively withdraws its 


der individual license, by addition to 
the “prohibited” list of item 41, “Pro- 
ducts exported by the United States to 
the Philippines under allocation.” 
Import-Contro!l Regulations. 

Importers in the Philippines are sl- 
lowed to transfer quotas from one 
controiled article to another. Specific 
approval of the Phliippine Import Con- 
trol Board is required in each case. 
The new order enables importers of 
several controlled commodities to make 
maximum use of quotas, in terms of 
values. It also Improves the position 
of importers having small quotas, and 
benefits those who placed orders in 
excess of quotas before January 1, 


1949. 

The Philippine Import Control 
Board announced on March 8, 1949, 
that 1t would assume control of the 


release of controlled merchandise 
entering the ccuntry, in order to en- 
sure full compliance with import- 
quotas restrictions. 

Clarification or amendments have 
peen issued concerning toys, rayon 
price limits, and eyeglass frames. Add- 
ed to the list of toys not under control 
are gas engine powered miniature au- 
tomobile construction sets and rail- 
road model construction sets. The 
ruling on rayon-textile price limits 
has been amended. Applicable to ship- 
ments leaving ports of embarkation 
after April 15, 1949, the new ruling 
states that price limits for rayon cloth 
more than 40 inches wide will be in 
proportion to the width, taking 40 in- 
ches as the basis. Eyeglass frames 
made of solid gold, silver, or platinum 
are under control, but eyeglass frames 
of plated precious metals are exempt 
from control, 


funds in the course of 
the yen fund in the 
part Account. 

So much for their fear of the de- 
fiation. Suffice it to say that those 
people are looking at only one side 
of the shield. We may refute their 
economic defeatism in the following ~ 
way. 

(A) The eradication of budgetary 
deficit and the decreased R.F.B. finan- 
cing will surely cause some difficulties 
to the increase of general deposits. 
Nevertheless it must be admitted that 
only by so doing we can have com- 
modity pYices regain. stability end 
eventually restore people’s confidence 
in the currency. Thus. the new fiseal 
year opens a wider opportunity for in- 
tensifying the savings-campaign in the 
wake of the increased confidence of 
the people in currency and savings. 
Under these circumstances, business 
will be carried out more on credit than 
before. It has been asserted that the 
total volume of money in one country 
is equal to the amount of cash money 
(the Bank of Japan notes in circula- 
tion) plus deposit currency (this is no 
other than the total volume of all- 
Japan bank deposits). So far as pre- 
war Japan was concerned, the pro- 
portion of these components was that 
the bank notes in circulation stood at 
1 against 8 of the total deposits. The 
War and inflation strangled the prac- 
tice of credit transactions, pushing the 
cash down system to the fore-front of 
the pecple’s economy. The ratio, how- 
ever, returned to almost equal to each 
other in January, 1948. A return to 
the pre-war normalcy has been clearer 
since the beginning of this year, when 
the Bank of Japan notes registered 
around Y300 billion as against the 
total deposits amounting to Y500 bil- 
lien, or proportionate to 1:1.6. Since 
we have good ground to believe’ that 
this normalisation will continue in the 
future, the accommodating capacity of 
banking organs will become elévated 
and will continue to improve as long 
as they may lay hold of more and 
more large portions of national funds. 
Moreover, the increase in deposits will 
further serve to multiply the volume 
of the naticnal funds, because the in- 
crease in bank credit depends upon 
ceposit increase. 

(B) To supply the public finance 
fund, private banks have hitherto been 
compelled to reserve 35 per cent of 
their deposit increase Since this com- 


accumulating’ 
Aid Counter- 


pulsory accommodation no longer 
exists, banks will be able to employ 
more of their funds to general loans 


and advances. Provided that the yen 
fund in the Counter-part Account re- 
mains unemployed, it will naturally 
give rise to severe deflation. But, as 
we know, the fund is for the redemp- 
tion of national and local bonds, or for 
some other direct investment of the 
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Government, By adjusting the spend- 
ing of the Counter-part Fund, we 
can switch over either to inflation or 
deflation. However, it is quite clear 
that the fundamental principle goy- 
ering the utilisation of this fund con- 
sists in bringing about a moderate 
condition termed as disinflation. M>. 
Joseph M. Dodge’s second statement 
confirms this idea quite well. Possibly 
the function of this Fund will be as 
follows:—- 


(1) In case the sign of deflation 
hecomes too conspicuous and _ the 
general tone depressed, the Fund will 
actively replenish funds in the market 
by increasing its spending; 


(2) 
when the progress. of 
comes too fast. 


The spending will be tightened 
inflation be- 


Thus by tightening or easing up the 
disbursemenis of this account it is in- 
tended that the price level may re- 
main stabilised. This is the very rea- 
son why the Account is often meta- 
phorically called a safety valve or an 
Aladdin’s lamp. 


Presuming that the disinflation is 
the basic principle for Japan’s economy 
in the future, how far does it affect 
the business circles? It is far from a 
realistic idea if we think that all the 
industries can evade the effect of it. 
Even if prices could successfully level 
themselves toward ultimate stabilisa- 
tion, the levelling process itself would 
cause an ordeal to many enterprises 
For the time being, the effect of dis- 
inflation will be felt most acutely in 
the following circles: 


(A) Those who have not yet com- 
pleted the construction of plants or 
work-shops with the money borrowed 
from the Reconstruction Finance 
Bank. (B) Those enterprisers who have 
rather neglected the rationalisation of 
their management. (C) Traders or 
manufacturers who have chiefly 
engagea in export on the “cheap” yen 
basis. 
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Economic Developments in Burma 


The continuing effect of civil strife 
on burma’s financial position has now 
borne out an earlier expectation that 
the budget deficit for fiscal 1948-49 
might exceed 300,000,000 rupees, as 
against the estimate of 100,914,000 
rupees which was submitted to the 
Burmese Parliament in September 
1948. 


During February 1949, Burma’s Fi- 
nance Minister announced e reduction 
in anticipated revenue from the 
original estimate of 520,784,000 rupees 
to 363.900.0C0 rupees, and an increase 
in anticipated expenditures from the 
origina! estimate of 621,698,000 rupees 
to 690,600,006 rupees, with a resultant 
deficit of 326,700,000 rupees. Under 
the stress of its serious financial 
position, the Government requested 
financial assistance from the United 
Kingdom principally to meet the bud- 
get deficit and to finance its purchase 
of the current rice crop. This request 
was referred to the recent conference 
of Asiatic members of the Cornmon- 
wealth of Nations at New Delhi, where 
the Burmese situation was discussed 
by these countries most _ seriously 
affected by the adverse turn of events 
in Burma. No financial assistance has 
thus far been extended. 


During February the Burma Oil] Co. 
ecntinued its discussions with the Gov- 


ernment of Burma _ concerning the 
company’s future operations. The 
company is seeking a 25-year guar- 


anty of private operation plus some 
Government financing to rehabilitate 
the petroleum industry. The outccme 
of these negotiations is of special in- 
terest in view of Burma’s socialist 
program and of the constitutional pro- 
visions relegating the exploitation of 
natural resources to government 
ownership except where the Parlia- 


ment may permit private operation. 
In the event of such an_ exception, 
the Constitution prescribes at least 


60 per cent ownership by indigenous 
capital. 


Reconstruction of the Syriam oil re- 
finery, which was destroyed during the 
war, has been slow as a result of de- 
lays in obtaining new equipment, un- 
certainty over the Government’s policy 
of nationalisation, and more recently 
by the effects of civil strife. The 
Burma Oil Co. has rebuilt some 
storage-tanks for the storage of im- 
ported petroleum products and has 
erected a new drum _ factory and a 
small candle factory. The power plant 
at Syriam also has been rebuilt. Re- 
construction of the pipe line between. 
the oil fields and Syriam has been dis— 
continued, however, by insurgent. 
activity in that area, with a consequent. 
cessation of work on the refinery itself.. 
The oil company has rebuilt its small 
topping plant at Chauk, consisting of 
several boilers and a_ refractionery 
tower. Present production at this in- 
stallation is 1,200 barrels per day of 
gasoline, kerosene, and light fuel oil, 
all of which are distributed in Upper 
Burma. 

On March 1, 1949, the expiration date 
of the rice contracts with the British 
Ministry of Food for shipments of Bur- 
mese rice to India, Ceylon, and 
Malaya, the Government of Burma 
agreed to continue the export price at 
£38 per long ton, after having request- 
ed £50 during the negotiations. Rice 
exports during February amounted to 
186,122 long tons, 2G per cent short 
of the target set on Januarv 1. On 
Fepruary 28 there were only 150,000. 
tons of rice stocks on hand in the four 
rice-shipping ports, or just enough to. 
fill the ships scheduled to call during 
March. Since February 1 new rice has 
been reaching the ports at the low 
rate of only 15,000 tons monthly, as the 
result of civil war. 

Rangoon continues virtually isolated 
from rural areas, with the restoration 
of communications unlikely in the 
near future. Civil strife consequently 
has its effects on supply. and the 
buying power of the rupee continues 
its serious decline. 


